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MONDAY, MAY 5, 1952 


Unirep States SENATE, 
BANKING AND CurreNcY ComMITTe! 
Washington, 2. f 

The committee met, pursuant to call, at 10:30 a. m., in Room 301, 
Senate Office Building, Washington, D. C., Senator Burnet R. May- 
bank (chairman) presiding. 

Present: Senators Maybank, Robertson, Frear, \loody, Schoeppel, 
and Dirksen. 

The CHatrMAN. The committee will come to order 

This hearing is on 8. 3066. Without objection | will make the bill 
a part of the record, a section-by-section summary by the staff, my 
statement on the introduction of the bill, and a copy of my address 
to the American Bankers Association in New York on March 5. 

(The documents referred to are as follows 


O66, S2 Col 2 
BILL To I law 
Be rt enacted by the Senate and Hlouse ot Tee presentative ( the TI led SS 
Ame wa n Congress as embled, That this \et be cited a ie Ho sine \ 
1952”. 
Sec. 2. Section 217 of the National Housing Act, as amended, is her 
amended to read as follows 
Sec. 217. Notwithstanding limitations contained in a other section o 
Act on the aggregate amount of principal obligations of mortgages or loans wl 


may be insured (or insured and outstanding at anv one time) and on the aggrega 
amount of contingent liabilities which mav be outstanding a i 
insurance contracts, or commitments to insure, pursuant to at section or t 

of this Act, anv such aggregate amuont shall, with respect to any section or t 

of this Act (except section 2), be prescribed by the President from time to ti 
taking into consideration the needs of national defense and the effect of additiona 
insurance authorizations upon conditions in the building industry and upon 
national economy: Provided, That the dollar amount of the insurance authori 
tion prescribed by the President at any time with respect to any provision of tit 
VI shall not be greater than authorized by provisions of that title: And provide 
further, That, at any time, the aggregate dollar amount of the mortgage insurance 
authorization prescribed by the President with respect to title IX of this Act, plus 
the aggregate dollar amount of all increases in insurance authorizations under 
other titles of this Act prescribed by the President pursuant to authority contained 


in this section, less the aggregate dollar amount of all decreases in insurance 
authorizations under this Act prescribed by the President pursuant to authori 
contained in this section shall not exceed $2,500.000,000.”’ 

Sec. 3. (a) Section 301 (a) (1) of said Act, as amended, is hereby an ded 


(1) by striking the words beginning with “after April 30, 1948” and ending 
with the colon at the end of the first proviso thereof and inserting the words 
‘under this Act, as amended, or insured or guaranteed under the Service 
men’s Readjustment Act of 1944, as amended: Provided, That no such mort- 
gage, except defense or disaster mortgages as defined in subparagraph (G 
hereof, shall be purchased by the Association unless insured or guarante¢ 


1 
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after February 29, 1952, or purchased pursuant to a commitment made by the 
Association:”’; Ss 
2) by striking from subparagraph (EF) “pursuant to authority contained V 
herein, exceeds 50 per centum of the original principal amount of all mort- 
gages made by such mortgagee”’ and inserting “after February 29, 1952, pur 
suant to authority contained herein, exceeds 50 per centum of the original 
principal amount of all mortgage loans made by such mortgagee that are 
insured or guaranteed after February 29, 1952”; 
3) by striking the proviso in subparagraph () and inserting ‘Provided, 
Chat this clause (2) shall not apply to (nor shall any terms therein include 
any defense or disaster mortgages as defined in subparagraph (G)’’; and 
1) by striking from the proviso in subparagraph (G) “which do not exceed 
$252,000,000 outstanding at any one time, if applications for such commit- 


ments were received bv the Association prior to December 28 L951, or, ir the 


case of title VIII mortgages, if the Federal Housing Commissioner issued hi 
commitment to insure prior to December 31, 1951, but subsequent to Decem 





{ T 
ber 27. 1951, and if such commitmencs of the Association relate to’’ and 
inserting “‘and prior to July ne 1953, which do not exceed §81,.552,.000,000 
outstanding at any one time, if such commitments of the Association relat 
to defense or disaster mortgages As used in this title IT], ‘defense or disaster a 
mortgages’ means 
b) Section 302 of said Act, as amended, is hereby amended (1) by striking ‘ 
“S2,750,000,000" and inserting ‘S4,050,000,000"; and (2) by adding before the 
period at the end of the first sentence of said section ‘*: Provided, That not mor 
than $2,750,000,000 of such total amount outstanding at anv one time shall relat: ‘ 
to mortgages other than defense or disaster mortgages as defined in section 301 (a 
1) (G 
Sec. 4. Section 313 of the Defense Housing and Community Facilities and 
Services Act of 1951 is hereby amended by striking out ‘S60,000,000"’ i: para- 
grap! a thereof and substituting “S160,000,000" and bv striking out “S50 
000,000" in paragraph (b) thereof and substituting ‘$250,000,000” 
Sk 5 The first sent nee Of seectpor 302 b) of the 1) fense lousing and Con 
tv Facilities and Services Act of 1951 is hereby amended by adding after 
vords “for reuse at other locations’? the words ‘‘or ci iw housing | ! 
acquired by the United Stat inder authority of other law” 
SEC. 6. Section Oll of the Act entit ed Ay Act to ¢ xpedite the provisiol ot 
housing in connection with national defense, and for other purposes,” approved 
October 14, 1940, as amended, is hereby amended by inserting “‘or section 313 
of this Act’? immediately preceding the parenthetical clause, and by striking « 
t titi at the end of the parenthetical Clause and = inserting 
t r i) thereto 


e first sentence of section 3 (b) and the first sentence of section 


| 
ad) of the Alaska Housing Act, approved April 23. 1949. as amended. are hereby 


king $15,000,000” and inserting S$25,000,000.”’ 
Sec. 8. Title I] of the National Housing Act, as amended, is herebv amended 


l, 
bv adding the following new section: 


Sec. 218. In any case where an application for mortgage insurance 
section 608 of this Act t! 


nde 


received by Lhe Federal Housing (om iIssioner Ol 





or before March 1, 1950, and a commitment to insure was issued by said Con 


missioner in accordance therewith any mortgagee who, prior to the expiratior 
of such commitment applied for insurance of a mortgage under section 207 o 
this Act with re spect to the same prope rtv or project shall receive credit for a 


application fees paid in connection with the prior application: Provided, TI 
nothing therein sha constitute a waiver of any requirements otherwise applicable 
o the insurance of mortgages under section 207 of this Act 

Src. 9. Tl) 


} 


ie Secretary of the Treasury is hereby authorized and directed fron 
time to time to eredit and cancel the note or notes of the Housing and Home 
Finance Administrator executed and delivered in connection with loans trans 
ferred from the Reconstruction Finance Corporation to the Housing and Home 


Finance Agency pursuant to Reorganization Plan Numbered of 1950 (64 





Stat. 1279), to the extent of the net loss, as determined by the Secretary of the 
Treasury, sustained by said Ageney in the liquidation of defaulted loans Ihe 
net | hall be the sum of the unpaid principal and advances for care and preset! 





vation of collateral, together with accrued and unpaid interest on said principa 
and advances, and all expenses and costs (other than those subject to adminis 
trative expense limitations) in connection with the liquidation of defaulted loat 
less the amount actually realized by the Housing and Home Finance Ageney o1 
account of such defaulted loans. 
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Sec. 10. (a) The National Housing Act, as amended, is hereby 
(1) by adding at the end of section 8 the following new sect 
“Sec. 9. The provisions of sections 2 and 8 shall be applicable 


States and Alaska, Hawaii, Puerto Rico, the Distriet of Columbia, 
Virgin Islands.’’; 
(2) by adding 
place where they appear in sections 201 (d 
and SOl1 (f 
3) by inserting in section 214 
the words in Guam”’ 


“Guam,” after the words “‘Distriet of Colu 


207 (a 7 1 


\ \ 
Where it appears in said section, 
B) the words maxima” after the word ‘‘maximun 
(‘) the words “or the Government of Guam 
mentality thereof” after the words ‘Alaska 
each place where they appear in said section; 
| by adding at the end of section 713 the following new 
‘State’ shall include the several States and Alaska, Haws 


on after the word 


‘or 


Hous 


‘“(q 





the District of Columbia, Guam, and the Virgin Islands.’’: and 
5) bv deleting the words ‘‘or Territorv” in section 403 ind inserting 
in lieu thereof the words ‘Territory, or possession’ 

(b) The Home Owners’ Loan Act of 1933, as amended hneret amended b 
adding a comma and ‘‘Guam,” after the words ‘‘Puerto Rieo’’ in seetion 7 thereof 

c) The Federal Home Loan Bank Act, as amended, is hereby am led by 
adding ‘‘GQuam,” after ‘‘Distriet of Columbia,” in seetion 2 (3) the yf 

d) The Defense Housing and Community Facilities and Serviees Aet of 1951 
is hereby amended by adding at the end of section 401 fi ing This title 
shall be applicable in the several States, the District of Columbia. and the Terri- 
tories and possessions of the United States.’ 

( Section 102b of the Housing Act of 1948, as ame if bv amended 
DV adding al the end thereof the following: such powers, funetio! and duttl 
mav be exercised in the several States, the Distriet of Columbia, and the Terri- 
tories and possessions of the United States.”’ 

SE 11. Title V of the Housing Act of 1949, as amended ( vlrie led 
as follows: 

a In the first sente nee of seetion 511 Tyidie lately [k ) ! ras J 1i\ l. 
1951” strike the word ‘‘and”’ and insert at the end of th e the 
period a comma and the language ‘‘and sueh additiona uN 1 after Julv 1 
1953. as the Conert “3S IMAay from time to tine leterml 

b At the end of seetion 512 just before the period st i 1 Al ( 
unguage “‘and to make additional commitments on and after J |. 1953 I 
vdditional contributions aggregating not more than $2,000,000 per annum 

( In seetion 5138 ju before the last semicolon insert a comma and a i 
and such further amounts on and after July 1, 1953, as 1 ( i mn 
time to time determine”. 

Hovustinc Act or 1952—SrctTioN-By-SECTION 5 RY 
Section FITA autho tlio? 

Section 217 of the National Housing Act, as ar led is added by 
the Defense Housing and Community Facilities and Set Let of 1951) author- 
ized an aggregate of $16 billion of additional mortgage obligations to be insured 
under the new defense housing title (title IX) of the National Ho \ and 
under older titles of that act \uthority to release the $114 billion additional 
FHA insurance authorization was vested in the Preside vho could, wv the 
total amount authorized, prescribe the amounts to be al ated to different les 
of the act. All but $300,000,000 of this authority has br allocated. 

Section 2 of this bill would amend section 217 in two par ila It would 
provide $1 billion of additional FHA insurance authorization w h could be 
allocated by the President to th various titles of tl Na i llo \ct 
It would also authorize the President to reeapture ar inused a ations 
under some titles of the act and allocate them to ot \ out thereby 
increasing the aggregate FHA authorization. Any ame allocated but 
unused could be reallocated to the original or anot} t l , the President 
could allocate to title IX (or other title of the act) a 1 amount of the 
$2 billion authorization provided in section 217 plus any ‘d pat f ‘ 


authorizations provided in other title 


amended- - 
ion Y: 

in the several 
Guam, and the 


mbia,’’ in each 


Cc 1), 601 (d), 
nh eat piace 

1 al 1 

renev or stru- 

\uthorit in 

=psectiolr qd 
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Section 217, as it would be amended, would continue to be inapplicable to the 
FHA insurance authorization for modernization and repair loans under section 2 
of the National Housing Act. Also, as is now provided by section 217, no 
authorization under any section of title VI (relating to World War II war and 
veterans’ housing) may be increased by the President beyond present statutory 
limits. 


Section 3. F NMA mortgage-purchasing authority and commitments 


Subsection (a) (1).—Section 301 of the National Housing Act, as amended, 
authorizes the Federal National Mortgage Association (FNMA) to purchase 
Government insured or guaranteed home mortgages if they are insured after 
“April 30, 1948” and meet certain other prescribed conditions. This subsection 
would change that date to February 29, 1952, with respect to the purchase of 
mortgages other than ‘‘defense or disaster mortgages,’’ which are defined as 
mortgages (1) covering defense housing programed by the Housing and Home 
Finance Administrator in an area determined by the President or his designee to 
be a critical defense housing area, or (2) with respect to which the Federal Hous- 
ing Commissioner has issued a commitment to insure pursuant to title VIII of 
this act, as amended, or (3) covering housing intended to be made available 
primarily for families who are victims of a catastrophe which the President has 
determined to be a major disaster. Except for these defense or disaster mort- 
gages, and except for mortgages for which purchase commitments have been 
made, this subsection would thus make ineligible for FN MA purchase any mort- 
gages which were insured or guaranteed prior to March 1, 1952. 

This subsection would also repeal the provision in section 301 that no deposit 
or fee required or charged by FNMA for the purchase of a mortgage shall exceed 
1 per centum of the original principal obligation of such mortgage. The FNMA 
would thus be permitted in appropriate cases to charge deposits or fees in excess 
of that amount. 

Subsection (a) (2).—The FNMA is restricted generally (by see. 301 of the 
National Housing Act) from purchasing mortgages from one lender in excess of 
50 percent of all mortgages made by that lender which are otherwise eligible for 
purchase by FNMA. In accordance with the act, the base date of April 30 
1948, is used in computing this 50 percent This subsection would change the 
base date to February 29, 1952, and thus require such 50 percent to be computed 
on the basis of mortgages insured or guaranteed after that date. 

Subsection (a) (8). ‘ertain mortgages insured under the National Housing 
Act and mortgages cuaranteed under the Servicemen’s Readjustment Act of 1944 
are now expressly exempted by section 301 of the National Housing Act from 
the 50 percent limitation on FNMA purchases from any one lender, referred to 
above. This subsection would change section 301 so that exemptions from the 
50 percent limitation would depend on whether the mortgages to be purchased 
are ‘‘defense or disaster mortgages’’ as defined above The defense or disaster 
mortgages would include those insured or guaranteed under the various sections 
of the National Housing Act or the Servicemen’s Readjustment Act of 1944, but 
only if they cover programed defense housing, military housing, or housing for 
victims of a catastrophe which the President has determined to be a major disaster. 

Subsection (a , Section 301 of the National Housing Act prohibits FN MA 
generally from entering into commitments to purchase mortgages which are not 
insured or guaranteed at the time of the commitment. However this sectior 
was amended to permit such commitments up to $252,000,000 outstanding at 
any one time if they related to defense or disaster mortgages as defined above 
Subsection (a) (4) of the bill would increase by $1,300,000,000 the amount of 
commitments which could be outstanding with respect to defense and disaster 
mortgages, so that such total amount would be $1,552,000,000. No authority 
would be granted to enter into commitments to purchase other than defense or 
disaster mortgages, and the authority to enter into commitments with respect 
to defense and disaster mortgages would expire June 30, 1953. 

Subsection (b).—The present purchasing authority of FN MA is $2,750,000,000. 
This subsection would amend section 302 of the National Housing Act to increase 
this purchasing authority by $1,300,000,000, making a total authority of 
$4,050,000,000. However, not more than $2,750,000,000 (the present authoriza- 
tion) could be used for the purchase of mortgages other than defense or disaster 
mortgages. 


Section 4. Authorization for defense community facilities and Federal defense housing 


Section 4 of the bill would amend section 313 of the Defense Housing and 
Community Facilities and Services Act of 1951 in two particulars. The authoriza- 
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tion for federally aided or provided defense communi faciities and services 
contained in title III of that act would be increased from $60,000,000 to $160, 
000,000. The authorization for Federal defense housing contained in title ITI o 
that act would be increased from $50,000,000 to $250,000,000. 


TY 


mr | 


Section 6. Use of ex sting federa ly ou ned masoni j hous ngton 


This is a technical amendment to permit the Housing and Home Finance 
Administrator to transfer masonry temporary housing, |} r the Lan! 


is] 2 ) it] ie 1 ain 
War Housing Act or similar acts, to meet temporary defense needs under the 
Defense Housing and Community Facilities and Services Act of 1951. Adequate 
authority in this regard exists with respect to such housing of frame construction. 
Section 5 of the bill would amend section 302 (b) of the 1951 act to per it ‘‘existing 
housing built or acquired by the United States under authority of other law’ 
to be transferred for defense use under the act A number of World War II 
temporary housing projects were of masonry constructio tanding the 
temporary need because of acute lumber shortages in pa 


World War II. 
Section 6. Erti nsion of removal date tor tempora 


i) World War IT he q 


This section would amend the Lanham Act (Public La S49. 76th ¢ 





i 
amended) so as to permit the President to extend the December 3] 1952. da 
which is now prescribed in section 313 of that act for ‘ ( : 
temporary war and veterans’ housing under the jurisd n of tl H 
Administrator. As the law is now written, this housing ist be re rvved by 
December 31, 1952 except where the Housing Administrator finds. after « 
sultations with the local communities, that it is still needed All such excet a 


would have to be reexamined annually and reported to the Congress. TT! 





Congress has extended earlier removal dates from time to time, the December 31, 
1952, date having been established by an amendment adopted in April 1950, 
several months before the outbreak of the Korean confliet After the outbrea 
of the Korean conflict, in order to continue temporary housing in use for defense 
purposes, the C ess enacted section 611 of the Lanham A au Ze - 
President to extend a number of dates by whis temporar ! ising must 
vacated and either sold or removed Section 5 of this bill would re 
the approaching December 31, 1952, deadline in the a ‘ mntaine 
section 611. 
Three types of temporary housing would be affected | : | f 
include— 
1. Veterans’ reuse housing not relinquished or transferred cal b es 
2. Temporary housing relinquished or transferred to loca dies 
to the removal requirements of section 313; and 
3. Certain miscellaneous housing units expressl\ ( ed bv secti 604 
from the requirements ol title VI of the Lanha: Act I i nid re ig 
temporary housing 
Section 7. Alaska Housing Authorization 
The Alaska Housing Act (Publie Law 52, Sist Cong i san appropri- 


ation of $15,000,000 to the Housing and Home |] 





purchase, on a revolving basis, of bonds of the Alaska He ng Oo 
provide funds for housing construetion in the Territory. The A ig 
Authority utilizes the funds in making loans to private residential build P23 
a last resort, may undertake direct construction Section 7 of the bill would 


inerease the amount of the authorization in the Alaska Housi Let to $25,000,000. 


Ny on &. Warne of Fil 1 fee on conve of an 


n BOX to 
section 20; 

Under title VI of the National Housing Act, the title whic provid spec i 

mortgage insurance aids for World War II housing a ( ul housing, a 

rental housing mortgage may be insured under secti 6OS8 of the ar YI pur- 


1 
suant to a commitment to insure issued bv the 


before March 1, 1950 Some eases have arisen where the | lers of h valid 
issued commitments have with ? ‘spect to the same project, made applica ) 
convert the seetion 608 commitment to insuranee under seetion 207 of the act 
Which is the regular FHA rental housing mortgage insura fi - 
cally, such a conversion of insurance with respect to the same project from set 
tion 608 to section 207 is regarded by the FHA as a new application for whiel 
regular application fees must be paid, resulting in duplicate plication fee 
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insurance on the same project. This amendment would merely permit the ap- 
plication fees already paid on account of an application for a section 608 project 
where the commitment has been issued by FHA to be credited toward the fees 
due for the section 207 application covering the same property or project. 
Section 9. Cancellation of Housing Age ney notes to Treasury on account of losses on 
loans transfe rred to the Housing Agency from RFC 

Under Reorganization Plan No. 23 of 1950, a number of prefabricated housing 

loans made by the RFC were transferred to the Housing and Home Finance 


Agency. The related RFC notes to the Treasury were canceled and the Housing 
Administrator issued a substitute note for the principal amount of the trans- 
ferred loans plus accrued interest. At the time of the transfer a number of the 


loans were in default and many were not fully covered by collateral, so that the 
Housing Administrator’s note to the Treasury was in excess of the recovery 


value of the transferred loans. \ book reserve of $7,777,104 for losses on ac- 
count of the transferred loans was established at the time of the transfer but no 
reserve funds were actually transferred to the Housing Administrator The 


actual process of foreclosing on or liquidating some of the loans indicates that the 
actual losses on account of the transferred loans will not exceed about SS,000,000 

Section 9 of this bill would direct the Secretary of the Treasury to cancel the 
Housing Administrator’s note or notes to the extent of such actual net losses on 


account of the transferred loans. 


n 
Section 10. Extension of Federal hous ng laws to Guam 


The Organic Act for Guam, approved August 1, 1950, had the effect of changing 
the status of the island from that of a possession of the United States under a 
Naval Governor to that of an unincorporated Territory with its own civilian 
government Natives of Guam were made American citizens. However, many 
of the laws of the United States applicable to the States and other Territories are 
not applicable to Cruam. To study this subject the Preside nt last vear appointed 
a Commission on the Applicability of the Federal Laws to Guam, which rendered 
its report and recommendations on July 31, 1951 H. Doc. No. 212). It recom- 
mended, among other things, that the National Housing Act and other Federal 
laws pertaining to housing be made applicable to Guam. Section 10 of this bill 
would carry out that recommendation. 

Paragraph (a) of section 10 extends the provisions of the National Housing Act 
to Guam, thereby permitting the Federal Housing Administration, the Federal 
Savings and Loan Insurance Corporation, and the Federal National Mortgage 
Association to extend their programs to the Territory Paragraph (a) would 
also permit the Federal Housing Commissioner to increase the statutory mortgage 
limits for FHA mortgage-insurance purposes by one-half in Guam in the 
manner as such limits may now be increased in Alaska 

Paragraph (b) would amend the Home Owners’ Loan Act of 1933, as, amended 
to permit Federal savings and loan associations to be organized and assisted in 
Guam. 


Saini 


Paragraph (c) would permit the Federal Home Loan Bank System to operat: 
in Guam. 

Paragraph (d) would extend to Guam title IV of the Defense Housing and 
Community Facilities and Services Act of 1951 (sites for isolated defens« 
installations 

Paragraph (e) would extend to Guam the defense prefabricated loan provisions 
which were added to the Housing Act of 1948 by the Defense Housing and 
Community Facilities and Services Act of 1951. 


Section 11. Farm housing 


This section would amend title V of the Housing Act of 1949 (Public Law 171, 
S8ist Cong.) to extend and place on a permanent basis the farm housing assistance 
originally authorized in title V of that act. 

Subsection (a) would amend section 511 of the Housing Act of 1949 to provide 
the necessary basic authority for the continuation of the loans for farm housing 
and other farm buildings authorized by title V of that act, Section 511 as 
originally enacted authorized the Secretary of Agriculture to borrow from the 
Secretary of the Treasury such sums as the Congress might determine for the 
purpose of making loans under title V of certain specified amounts on and after 
July 1, 1949, July 1, 1950, July 1, 1951, and July 1, 1952. There is no provision 
constituting such authority after the fiscal year 1953 for additional loans for farm 
housing and other farm buildings. 71 
511 would provide such authority. 








he amendment in subsection (a) to section 
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Subsection (b) would add a provision to section 512 of the Housing Act of 1949 
to make the authority of the Secretary of Agficulture to enter into contribution 
agreements permanent legislation. In connection with the loans for housing and 
buildings on potentially adequate farms made under section 503 of the Housing 
Act of 1949, the Secretary of Agriculture is authorized to make commitments for 
contributions, in the form of credits on borrowers’ notes, under certain specified 
conditions. This authority is described in terms of authority to execute contribu- 
tion agreements aggregating not to exceed certain specified amounts on and after 
July 1, 1949, and July 1 of each of the vears 1950, 1951, and 1952, respectively. 
There is no authorization to enter into agreements after the fiscal vear 1953 for 
contributions in connection with section 503 loans. The proposed amendment 
would make the authority for contribution agreements permanent legislatio1 

Subsection (c) would add a provision to section 513 of the Housing Act of 1949 
to provide continuing authority for appropriations to the Secretary of Agriculture 
in order to provide funds to the Secretary for repayment of his obligations to the 
Secretary of the Treasury issued under authority of section 511 of the act. Section 
513 of the Housing Act of 1949 constitutes the basic authority for appropriations 
to the Secretary of Agriculture when necessary to match the credits made on 
he Secretary of Agriculture ill be 


in a position to repay his obligation to the Secretary of the Treasury on borrowings 


under section 511 of the Housing Act of 1049 Section 513 also authorizes the 
appropriations of certain specified sums for grants and loans for minor improve- 


borrowers’ notes under section 5038 so that t 


ments under section 504 (a) of the Housing Act of 1949 and for loans for enlarge- 
ment and development of farms under section 504 (b This authorization is 
limited to specific amounts for the fiscal years 1950, 1951, 1952, and 1953 here 
is no authority for appropriations for the purposes of section 513 after the fiseal 
vear 1953 Subsection (¢) would provide such basie authority 


The provision in clause (¢ of section 513 of the Housing Act of 1949, for such 
further appropriations as may be necessary, covers only administrative expenses, 
technical services, and research, but it is in the nature of permanent authorization 
for annual appropriations for such purposes and needs no extension 


Housine Act or 1952, STATEMENT OF CHAIRM 


Mr. President: In order that there may be adequate opportunity for study and 
discussions prior to the hearings now scheduled by the Committee on Banking 
and Currency from May 5 to May 9, I am today introducing a bill to amend the 
defense housing laws To assist those interested in this subject, I ask unat 
consent that there be printed in the record at the end of my remarks a s¢ 
section summary of the bill which I have introduced 


Mr Preside nt, as the \lembers of the Senate well know ver the past 4 vears 
there have been few subjects to which the Committee on Banking and Currene) 
has given more time, attention, and study than the subject of housing Our 
committee has brought to the Senate for consideration a substantial body of 
housing legislation, and almost all of it has been enacted by the Congress 

We have thus established a sound legislative basis for a truly comprehensive 
national housing program. It is certainly fair to say that, largely as a result of 
this body of legislation, the level of home production has been raised to a million 
inits or more a year for each of the past few vears. This vear, in spite of the 


material shortages, the tight money market, and other difficulties resulting from 
our defense effort, I believe we will again achieve a level of home production of a 
million Or more units 

The Members will recall that during the recess of the Congress our conimittee 
directed the staff to make a field study of the operations being carried out under 
this body of general housing legislation which has been enacted during the last 4 
vears. Preliminary reports of the results of this study have already been made 
available to the Members of the Senate. These preliminary reports clearly indi 
cate that, on the whole, this general housing legislation is operating remarkably 
well. 

Last vear, however, due to the conflict in Korea and the resulting military and 





defense mobilization program, we were confronted with the special problem of 
defense housing and defense community facilities. That is by no means a simple 
problem. Our committee held extensive hearings on the proposed defense housing 
and community facilities legislation. After these hearings, we held seven or 
eight executive sessions on the bill, and the bill which we finally worked out was 
recommended to the Senate bv the unanimous vote of our con thes 
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Since the enactment of that legislation, the main problem we have faced has 
been the lack of private financing for the defense housing which has been pro- 
gramed under that act. During almost all of last year, and continuing into the 
early part of this year, the private mortgage money market has been extremely 
tight. In addition, there has been an apparent reluctance on the part of major 
sources of permanent mortgage funds to finance this defense housing, even with 
the special and liberal FHA insurance aids which we made available for this 
purpose in the legislation enacted last year. 

The Members will recall that, because of the urgency of the defense housing 
needs and the situation which then prevailed in the private mortgage money 
market, the legislation which we enacted last vear included special provisions to 
permit the Federal National Mortgage Association to use up to $200 million of its 
available funds to make advance commitments for the purchase of mortgages to 
finance defense housing. Up to this point the vast majority of the defense 
housing construction which has actually been started has been financed under this 
advance commitment authority. 

There has not been any unwillingness on the part of the operative builders to 
undertake the construction of defense housing. ‘This is perfectly clear, because 
the applications by operative builders for programed defense housing exceed by 
three times the number of units allocated in the areas which thus far have been 
designated as critical defense housing areas. ‘The principal difficulty obviously is 
due to the fact that an adequate supply of private capital for permanent mortgage 
loans for defense housing has not been forthcoming. Builders cannot obtain 
construction financing unless they can assure that upon the completion of the 
construction of the defense housing, permanent mortgage financing is available. 
With private sources of funds unwilling to make such permanent loans, the only 
way the builder can obtain the necessary assurance of permanent mortgage 
financing is by a bank or other mortgage lender obtaining from the Federal 
National Mortgage Association an advance commitment to purchase the perma- 
nent mortgage when construction of the housing is completed. 

Earlier this year the Committee on Banking and Currency held extensive round- 
table hearings on mortgage financing. Representatives of major sources of perma- 
nent mortgage funds, of operative builders, and of appropriate Government 
agencies participated freely in these discussions. 

The preponderance of the testimony during these hearings developed rather 
clearly the fact that the major sources of permanent mortgage funds would not be 
willing to make the money available for needed defense housing unless they were 
able to obtain advance commitments by the Federal National Mortgage Associa- 
tion for the purchase of those permanent mortgage loans. By and large, this 
position seemed to be taken by the major sources of permanent mortgage funds on 
the ground that they considered defense housing to be more risky from the stand- 
point of long-term marketability. 

However, the testimony at these hearings, as well as my own personal observa- 
tion and those of the committee staff’s review of the housing program, indicate 
that there really was no sound basis for such a belief. The individual locality 
programs of defense housing seemed to be very much on the conservative side and 
much less risky, from the standpoint of long-term future marketability, than the 
war housing programs insured under title six of the National Housing Act during 
World War II where less than 115 percent of all the mortgages insured went into 
default. 

A few weeks ago, in speaking to the American Bankers Association at their 
annual conference in New York City, I said that this defense housing must be 
built and that the Congress would see to it that it is built. I indicated also that 
I was thoroughly convineed that the stringent situation which then prevailed in 
the supply of mortgage funds would progressively improve throughout this year, 
and would largely be behind us by this fall. I am glad to be able to say to the 
Members of the Senate that current trends in the availability of permanent 
mortgage funds bear out this prediction. 

While the situation is improving, and while I am satisfied that it will continue 
to improve, the construction of much of the needed defense housing has already 
been delayed far too long, and it certainly cannot wait until this fall. Therefore, 
I have felt that we must go along with another authorization to the Federal 
National Mortgage Association to make advance commitments for the purchase 
of defense housing mortgages. I believe that it should be a temporary program 
and, at this time, it would certainly be my expectation that the Federal National 
Mortgage Association would not have to purchase all of the mortgages on which 
such advance purchase commitments are made. TI say this because, while these 
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commitments must be made now if we are to get defense housing construction 
started, it takes from 4 to 12 months to complete construction and have the 
mortgage ready for delivery. By that time, we have every reason to expect that 
the situation with respect to the supply of private mortgage funds will have 
progressively improved to the point where most of the major sources of private 
investment funds will be actively seeking to purchase these mortgages. 

The bill which I have introduced today therefore provides for an increase of 
$1,300,000,000 in the present purchase authority of the Federal National Mortgage 
Association. This increase is to be available, until June 30, 1953, only for advance 
commitments on programed defense housing, military housing insured under the 
provisions of the Wherry-Maybank Act, and disaster housing. While the addi- 
tional purchase authority is $1,300,000,000, the advance commitment authoriza- 
tion is set at $1,552,000,000 because of the $252,000,000 outstanding commitment 
authorization made by Public Laws 139 and 309, Eighty-second Congress. 

In this connection, I want to eall to the attention of the Members of the Senate 
the fact that, currently, the Federal National Mortgage Association has set aside 
about $360 million for over-the-counter purchases of mortgages on similar types 
of housing programed during the period from March 1, 1951, to November 21, 
1951. During this period, the Federal National Mortgage Association did not 
have any authority to make advance commitments to purchase such mortgages, 
and the “‘set-aside” of funds represented the maximum assistance which, under its 
existing authority, the Association could give to defense housing. All of the 
housing covered by the $360 million balance of the ‘‘set-aside’’, irrespective of 
whether its construction has started, will be eligible to obtain from the Federal 
National Mortgage Association advance commitments under the authorization 
contained in the bill. This would mean, therefore, that $360 million would be 
made available for over-the-counter purchases by the Federal National Mortgage 
Association of nondefense VA- or FHA-insured mortgages. In addition, other 
funds become available to the Association from repayments of mortgage loans held 
in the portfolio and from the sale of mortgages. Over the past months, of course, 
the volume of mortgages sold by the Association has not been great because of 


the tight mortgage money market. However, as the money market continues to 
improve sales should increase materially. Accordingly, with the other actions 


which I shall refer to shortly, the $360 million being made available, along with 
repayments and proceeds from increased sales, should be adequate for over-the- 
counter purchases. 

As the Members of the Senate know, because of the exhaustion of its funds, the 
Federal National Mortgage Association on April 2 discontinued its over-the- 
counter purchases of mortgages. Prior to April 2 when its funds were exhausted, 
the great bulk of the over-the-counter mortgage purchases made by the Associa 
tion, were for VA loans. My recollection is that, percentagewise, about 90 
percent of the over-the-counter purchases were veterans’ mortgages. 

It should be borne in mind, Mr. President, that, from the very beginning of 
this vear, the home building and finaneing industry was well aware of the fact 
that, by March or early April, the funds available to the Federal National Mort- 
gage Association for over-the-counter purchases of such mortgages would be 
exhausted. This did not reduce the volume of VA loans. As a matter of fact, the 
indicators as to the volume of VA loans showed an increase. For example, during 
the first quarter of 1951, VA appraisal requests amounted to about 44,000, or an 
average of about 15,000 per month. In the first quarter of this year, however, 
VA appraisal requests amounted to about 74,000, or an average of about 25,000 
per month-—an increase of about 60 percent. 

Moreover, it is perfectly apparent that, in terms of total housing starts, the 
fact that funds for over-the-counter purchases would soon be exhausted did not 
seriously curtail volume. As a matter of fact, in the first 3 months of this year, 
the construction of about a quarter of a million new homes has already been 
started. The materials-supply situation has improved, and the private-mortgage 
money market is, as I pointed out, Mr. President, beginning to improve. As the 
private-mortgage money market progressively improves throughout the vear, as 
I am satisfied it will, we can, with confidence, look forward to continued high- 
level production of housing this vear. 

Under these circumstances, even though we may now provide Federal National 
Mortgage Association with $360 million of additional funds for regular over-the- 
counter operations, I do not believe that the Association should automatically 
resume its over-the-counter purchase operations on a relatively unrestricted basis. 
So long as construction starts continue at a rate which indicates that we will 
maintain a level of new home production of 1,000,000 units or better this vear 
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then, it seems to me, the Association should conserve the limited funds being made 
available for over-the-counter purchases. The Association now has full power 
to provide that it will only purchase mortgages on an over-the-counter basis at a 
discount of say, 1 or 2 percent in a period such as the present. It seems to me 
that such a policy may well prove to be a wise policy to follow. Generally speak- 
ing, I think it would provide an adequate outlet for distress cases and a last-resort 
source for meeting legitimate liquidity needs. 

I believe in giving credit where credit is due. Since the transfer of the Federal 
National Mortgage Association to the Housing Ageney in 1950, the Housing and 
Home Finance Administrator has, in my judgment, done an extremely good job 
in the administration of the association. Its operations have been tightened up 
generally. Many of the earlier abuses, which the members of our committee and 
the Congress were so concerned about, have been corrected. Its activities have 
been closely coordinated with the housing functions and activities carried on 
within the Housing and Home Finance Ageney—which, in my judgment, is 
exactly what our committee suggested and the Congress wanted. 

In addition, I think it desirable to point out that, sinee its transfer to the 
Housing Agency, the annual administrative expenses of the association have 
been reduced by $2 million—almost a third below the level of such administra- 
tive expenses obtaining during the period immediately preceding its transfer. 
The Senators will also recall that, in a period of about a year immediately prior 
to its transfer to the Housing Agency, the Federal National Mortgage Associa- 
tion used up almost $2 billion of authorization for the purchase of mortgage loans. 
At the time of its transfer to the Housing Agency, the authorization available to 
the Federal National Mortgage Association amounted to only about $730 mil- 
lion. During the period since its transfer, we have had a private mortgage money 
market just about as tight as we have ever had. Yet, in spite of these facts, the 
available authorization has been carefully conserved. In all of this period of an 
extremely tight private mortgage money market, the Housing Administrator has 
carried out its operations without coming to the Congress for any additional au- 
thorization. It seems to me that this is a clear-cut example of the real value of 
the coordinating and supervisory powers which the Congress has placed in the 
Housing and Home Finance Administrator. 

Perhaps I have devoted a disproportionate amount of time to the portion of 
the bill which deals with the Federal National Mortgage Association. I have 
done so because I know that so many of the Senators have been greatly con- 
cerned about this particular phase of the defense-housing problem. Nevertheless, 
there are several other housing matters which require serious and immediate 
attention, and the bill deals with these matters also. 

In addition to the increase in the authorization for the Federal National Mort- 
gage Association, we have to meet the need for additional insurance authoriza 
tion to carry out the home mortgage insurance operations of the Federal Housing 
Administration. For this purpose, the bill would provide $1,000,000,000 of new 
insurance authorization, and permit reallocations of existing authorizations of up 
to $1,600,000,000 for use, under the type of authorization which we ineluded in 
last vear’s legislation, in connection with any title of FHA’s operations where it 
may be needed. 

To meet the need for increased authorizations for housing and community fa- 
cilities under title III of the Defense Housing and Community Facilities and 
Services Act, which we passed last year, the bill would provide $200,000,000 ad- 
ditional authorization for housing and $100,000,000 additional authorization for 
defense housing and community facilities. 

To provide for the continuation of the special housing program for Alaska, 
which we included in legislation enacted 2 years ago, the bill would provide 
$10,000,000 additional authorization. 

In order to meet both general housing needs and defense housing needs in Guam, 
the bill provides for extending to Guam defense housing legislation as well as the 
legislation relating to the operations of the Federal Housing Administration and 
the Home Loan Bank Board. 

Finally, to assist in meeting the needs for farm housing— which in many respects 
vere neglected until our committee worked out the farm housing legislation in 
the 1949 act—the bill would provide $2,000,000 additional contribution authority. 
As the Senators will recall, in the case of those 30-year farm loans which may be 
made under the 1949 act, where the farm eventually will be completely self- 
sustaining, but in the early period the farmer’s income is not sufficient to repay 
both principal and interest on his loan, the contributions may be made in any of 
any of the first 5 vears of the loan to the extent necessary, but not in excess in 
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any | vear of the annual installment of interest due on the loan and half of the 
principal payment due on the loan. The bill would also authorize the Congress 
to make available from time to time, as it sees fit, such additional funds as may 
be necessary for loans for farm housing and grants to aid minimum repairs and 
rehabilitation of farm homes, 

The details of these proposed legislative changes are fully covered in the section- 
by-section summary of the bill, which I referred to at the outset of my remarks. 





Economic CONTROLS AND HOUSING IN THE PERSPECTIVE OF THE ECONOMIC 
OuTLOOK 


I am glad that the ABA has called this conference to consider specifically the 


important problems of housing and housing finance in a defense economy Only 
a few weeks ago our committee held a hearing in the form of a round table on the 
same subject. I know I ean profit greatly from vour deliberations. 


Since you cannot discuss housing and housing finance adequately without dis- 
cussing the broader economic problems confronting us, I thought my contribution 
to your conference would be more valuable if I dealt with the broader problems of 
economic controls against the background of the economic outlook 

After all it is difficult for a Senator, even though he is the chairman of the Bank- 
ing and Currency Committee which has jurisdiction over housing legislation and 


most of the lending authority of the Federal Government, to tell a group of ex- 
perts in this very complicated field of housing and of mortgage finance very much 
which it doesn’t already know relating to its own specialized field After listening 
over a period of years to representatives of various economic, trade, and busin 
groups who appear before Senate committees and reading their literature 
publications, | have observed that all too frequently sufficient attention 





given by them to the broader problems that confront us—that the Congress has 
always t,o consider in legislating on any specific question 

As bankers vou operate and must make decisions in a much broader economie 
sphere than do other business and commercial groups And since vour decisions 
and your operations so vitally affect the economic health of our Nation, it is of 
crucial importance that you understand fully the broad problem confronting us 


and cooperate fully with your Government in bringing about proper and workable 
solutions to them. 

The American banks have made a magnificent contribution to the finanein 
industrial mobilization, which is an essential part of our whole national sec \ 
program. They have also participated in the voluntary credit-restraint program 
which has made a significant contribution to economic stabilization 

I know that each one of vou is aware of the fact that our present world struggle 
is not just a struggle between two blocs of powers; it is a struggle between two 
svstems of social organization, one based on maximum control and minimum free- 
dom; and the other on maximum freedom and minimum control \laximum 
freedom, however, has never meant freedom to disregard the effects of individual 


action on the general welfare; and minimum control has never meant absence of 


control One test of a good economic and social system is that it must be adapt- 
able to work both under normal and extraordinary circumstances. The present 
national emergency requires certain controls for an effective working of eur econ- 
omy. 


As vou know, our committee Is responsible tor the le visiat ) relating to eco- 
uomic controls on the continuation of which we just began hearings vesterday. 
For me, it is a matter of deep conviction that we shoul 1 


which are indispensable for pursuing our mobilization program with effectiveness 





and fairness to all. But for me it is also a matter of deep conviction that we should 
keep these controls at the indispensable minimum and remove them as soon as 
they can be done safely. One of the questions I want to discuss with you is this: 


Can controls be safely removed at this time? 
Unfortunately, we must always legislate for a future and not for the present 


situation. We must legislate for a situation about which we at best can make 
guesses. We know we may err in any prediction concerning the future There- 
fore, we must steer a course which is on the safe side ev¢ if we err. At the 
first signs of a threatening storm, the captain of a ship must reef the sales and 
batten down the hatches; he cannot wait until the storm breaks loos 

In evaluating what the future may have in store, we should not be guided too 
much by the shifting sentiments expressed in the fluctuations of the market 


The only known factor in the economic outlook for the coming vear is the increase 
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in Government spending for the national-security program and the rise in Gov- 
ernment deficits. It is true that budget figures are often revised and Congress 
has not yet taken action on the 1953 budget. The official budget document 
estimated for the fiscal vear 1952 a deficit of more than $8 billion. To anybody 
who follows the course of expenditures and revenues, it is evident that the deficit 
will be smaller, probably by $3 billion. Furthermore, part of the deficit will be 
financed by the surplus in a number of Government trust accounts, so that for 
the fiscal year 1952 the cash deficit to be financed through borrowing from indi- 
viduals or financial institutions or other corporations will probably be very small. 
As a matter of fact, during the next few months the very large tax payments of 
individuals and corporations will exceed expenditures. The present weakness in 
the market is, 1 believe, to some extent influenced by these large tax payments. 
This should, however, not create any complacency about the situation which may 
develop during the future phases of the defense program. 

The fiscal vear 1953 will see a substantial budget deficit. The official estimate 
indicates a budget deficit for the fiscal year 1953 in excess of $14 billion, assuming 
no further tax increases this year. Of course it is probable that again, as during 
the fiscal year 1952, actual spending on defense contracts may run behind schedule, 
and that total expenditures are likely to remain somewhat below the $85% billion 
now estimated for the fiscal year 1953. Thus, it may be safer to say that expendi- 
tures in the fiscal vear 1953 will be somewhere closer to $80 billion than to $85 
billion. With expected tax revenue of $71 billion, these expenditures would give 
us a budget deficit somewhere around $10 billion. In discussing the effect of the 
deficit on the capital market and the economy in general, we must again consider 
that around $4 billion will be financed through the surplus of Government trust 
accounts so that the actual cash deficit to be financed by the public would amount 
to somewhere around $6 billion. 

You may ask what allowance I am making for congressional economy action in 
curtailing some of these expenditures. While no one is more aware than I am of 
the necessity to keep expenditures to the minimum compatible with our national 
security and the welfare of the country, I have little illusion about what Congress, 
in the spring of 1952, actually can do about expenditures for the next 12-month 
period beginning in July of this vear. 

Most of the procurement spending during the coming year will be financed 
through appropriations which are already on the books. Most of the work for 
which money will be spent during the next 15 months has already been contracted 
for and is in production. The amount of spending during the next fiscal vear will 
be determined less by present congressional action than by the pace in the progress 
toward completion of work that is under way. 

I believe we fool ourselves when we think that by economy action now we can 
greatly reduce expenditures for the ensuing year. I think we can accomplish 
much more economy if we face up to the fact that congressional action today largely 
determines the amount of spending 2 or 3 years from now. . I believe that we must 
become accustomed to looking at the budget picture in the perspective of the 
national economy and the desirable or less desirable Government functions over a 
somewhat longer stretch of time than a 365-day period. 

In any case, it would be dangerous to reply in our economic analysis on the 
assumption that the deficit can be avoided by curtailing appropriations $5 or 
$6 billion for the fiscal year 1953. Therefore, in appraising the outlook for 
inflationary pressures and the need for controls, I think we had better assume 
that there will be a $6 to $8 billion cash deficit during the fiscal year 1953 in spite 
of all efforts to achieve the greatest feasible economy in Government operations. 
The significance of such a deficit needs to be appraised in the perspective of a 
$350 billion economy, and in the perspective of other financial demands. 

In addition to financing the deficit, there will also be the problem of Treasury 
refinancing. Besides the weekly turn-over of more than $1 billion Treasury bills, 
we may expect a total refinancing of somewhere between $35 to $40 billion during 
the current calendar year. This is an amount somewhat less than the refinancing 
done last year. 

The present problem of financing and refinancing appears to be moderate in 
size compared with that of World War II. One difference, however, is that during 
World War II there was only a very small additional need for private financing, 
as private construction and industrial expansion were largely limited to war-related 
activities. These activities were in the main financed through the Government. 
During the present emergency, however, we are relving on private capital for most 
of our defense housing and most of the expansion in defense and defense-supporting 
industries. Thus in addition to the problem of financing the Government, we 
have to reckon with considerable private demand for credit. 
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It is true that the curtailment in residential construction will have 
on the demand for mortgage credit, but even at the 


< 


some effect 
reduced levelf residential 
construction is still pretty high compared with any previous period except that of 
the last 2 years. During this year, corporations will resort in a somewhat larger 
ratio to outside financing for plant expansion, because their retained earnings 
have been declining and are likely to decline further from the reeord height of the 
year 1950. On the other hand, a reduction in the addition to inventories may 
diminish the strain on working capital. In any case, considerable demand for 
Treasury refinancing and for private credit will complicate the probl mm ofydeficit 
financing. While the financial task for the year ahead appear 


ars manageable! there 
is at least the possiblity, if not the probability, tha will generate, inflationary 
pressure. 


t it 


There is at present some slack in the economy, and some credit-financed addi- 
tional demand could be met by rising production without 
to price rises. Nevertheless, while many of the goods bought 
currently below ceilings, most of the materials and semimanufact 
by business are at ceiling prices, and each further price r 
would be immediately translated into higher costs and could set off another turn 
in the inflationary spiral. 

After the outbreak of hostilities in Korea, and again after tl 
vention, we experienced how suddenly consumers’ attitudes can change. Under 
conditions of a precarious equilibrium, even a change in the weather and 
impact on the production of some agricultural nomimnadities may 
price rises and again set in motion the inflationary spiral. 

Under these conditions, it would be foolhardy to recommend immediate removal 
of the economic controls, If we terminate controls now, we would be acting like 
a motorist who cancels his insurance because he has driven a few weeks without 
an accident. Such a motorist would be acting Papen foolish if he has reason 
to expect that he may have some pretty rough roads ahead of him. In spite of 
the very encouraging progress that has been made, 
of the defense program. 

The Banking and Currency Committee is 


necessarily leading 
DY consumers are 
ired goods bought 


ise in these materials 


ie Chinese inte l'- 





its 


xpose us to hew 


we are not yet over the hump 


looking into the possibilities of 


suspending price controls where commodities have been below ceilings. a it W 
must be ready to act promptly as soon as prices begin to rise again. Right now, 
our wage-stabilization program is on trial. We cannot possibly expect to cai 
in that program if, at the same time, we discontinue price controls because of a 
possibly temporary slack in the market. 

Nevertheless, while we are not yet over the hump, we can now see clearly that 


with the defense program as now scheduled, substantial decontrol actions will 
be possible within 12 months. We have licked the worst 
aluminum, although some other essential materials are still in very short supply. 
We are still in a period of uncertainty during which the — ind for some of these 
materials must be tested. Barring a serious deterioration the international 
situation which would require stepping up the security cere [ am confident 
that 1953 should find us with no serious shortages in most basic materials. 

For the next vear the Government has, as you know, sct a ceiling of 800,000 
dwelling units; 200,000 or more of these will be for required defense housing. 
The materials will be available. But there is 1 


shortag in steel and 


no assurance that the necessary 

money will be made available by private lenders, particularly for defense housing. 
The Banking and Currency Committee is especially interestea in seeing that 
defense and military housing is financed promptly and adequately. The success 


of our military and defense mobilization program is dependent on this. Without 
adequate housing and community facilities the only way that labor can be induced 
to migrate and work in these new defense areas is by paying them inordinately 
high wages; but again you have your defense-weakening, inflationary spiral. 
Furthermore, our committee last year put a great deal of time and effort into the 
development of special le gislation designed to enable private enterprise to do 
the great bulk of the defense-housing job. We prefer not to have the Government 
step in again. 

In the round table on mortgage financing held before our committee a number 
of those who participated indicated that an increase in interest rates would assure 
an adequate flow of money to finance needed defense housing. However, I 
find no really convincing support for such a position. 

First, at the present interest rates the testimony indicated that the volume of 
FHA-insured mortgages for the general housing market is now continuing in its 
normal proportions. If the present rate is not, in fact, an affective 


» and attractive 
rate in a competitive market, then the volume of FH A-in 


sured home mortgages 
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should have dropped below its normal proportion. It has not, and that is not 
due to any substantial support by FNMA, as its purchases of FH A-insured 
mortgages will clearly show. 

Second, I believe the preponderance of the testimony developed rather clearly 
the fact that, even if the present interest rate was raised, the major sources of 
permanent mortgage funds would not be willing to make the money available 
for needed defense housing unless they were able to obtain advance commitments 
by the Federal National Mortgage Association for the purchase of those perma- 
nent mortgage loans. By and large, this position seemed to be taken by the major 
sources of permanent mortgage funds on the ground that they considered defense 
housing to be more risky from the standpoint of long-term marketability. 

I felt the testimony demonstrated that there really was no sound basis for such 
a belief. The individual locality programs of defense housing seemed to be very 
much on the conservative side and much less risky, from the standpoint of long- 
term future marketability, than the war housing programs insured under title 
VI of the National Housing Act during World War II where less than 14 percent 
of all the mortgages insured went into default 

Private enterprise ought to do the job and the Housing Act of 1951 gives 
every inducement for it to do so. To me, private enterprise in housing means 
private builders operating with private funds made available by private financing 
institutions. It is still private enterprise when the Government insures a larger 
share of the risk taking by the private lenders. But, to say that, in addition to 
special high-ratio FHA insurance, private enterprise must also have advance 
commitments by the Federal National Mortgage Association to purchase the 
permanent mortgage loans, in my judgment, eliminates an essential element of 
the concept of private enterprise. It shifts just about 100 percent of the risk 
taking from the private builder, the private investor, and the private lender to 
the United States of America. It substitutes the funds and credit of the United 
States of America—public funds and public credit—for private funds and private 
credit. And it is a direct charge against the public debt of the United States of 
America. The financial institution which originated the mortgage loan may 
continue to service it after it is purchased by FNMA, but it does so as the agent 
of the United States of America. No one can truthfully say that this is private 
enterprise in housing. 

But defense housing must be built and Congress will see to it that it is built. 
‘cause I believe the current stringent situation in the supply of mortgage funds 
will be largely behind us by the fall of this vear and because I believe a longer 
and more experienced look at FHA title IX (defense housing) and title VIII 
military housing) will convince the average mortgagee of their basic soundnes 
Iam willing to go along once more witb an increased authorization for an FNMA 
prior commitment program. 

Since the present applications for programed housing exceed by 3 to 1 the 
number allocated in the areas so far designated as critical, I believe the commit- 
tee in authorizing a prior commitment program will at the same time instruct the 
FHA to select these sponsors who offer the best sites, the best housing for the 
money, and are the best risks, in order to make up for the loss of the functions that 
are ordinarily performed by the permanent mortgagee. 

It is my expectation that such a program will only be a temporary one and that 
FNMA will not have to purchase a fraction of the amount for which it commits 
itself. If the Government through F N MA is required to serve as primary market 
for mortgages, rather than a secondary market, as was originally intended, and 
since it is Government doing the underwriting, isn’t it only natural that we Jook 
to see if there is a more economic and efficient way for the Government to do the 
job directly rather than indirectly? This is a possibility that vou, the banki: 
fraternity, must consider when vou ask Congress to authorize a prior commitment 
program by FNMA. 

I also believe our committee will want to increase the direct mortgage loan 
authorization of the Veterans’ Administration. The House of Representatives 
sent a bill over to us a couple of weeks ago which would increase the authorization 
that our committee first included in the Housing Act of 1950. While the increased 
authorization is small it will permit VA to make loans in these sparsely settled 
areas of our Nation where there are no mortgage funds available 

Fear has been expressed that some of the factories and communities we are not 
building for defense will be unusable in a postdefense period. To some extent, 
the Government has recognized this possibility by granting special amortization 
privileges for defense-related investments. But while some equipment for special- 
ized munitions may not be usable after the defense build-up has been completed, 
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the basic industries which we have been developing—asteel, aluminum, electric 
power, and, last but not least, atomic energy—will find markets for their products 
for defense or peacetime usage. We are not building future ghost towns. As 
the development of Chicago has noc reduced the importance of New York, so the 
new industrial centers we are developing, for instance in the South or in the North- 
west, will not make ghost towns of:the older industrial centers. What are called 
defense areas and defense communities now will be, I am confident, the growing 
industrial centers of decades to come. 

You only have to look at the AEC installation in the Savannah River area to 
understand what I mean. The tremendous power and productive potential of 
these plants are almost beyond conception. These new installations, I predict 
will mean economically for America what the building of the railroads meant, or 
the development of electric power, It will mean large new areas for American 
enterprise everywhere to develop and thrive upon. 

While the debate about the need for extending our economic controls is going 
on, some business circles have expressed the view that our greatest concern should 
not be with imminent inflation and inflation controls but with the possibility of 


deflation and depression. It is certainly true that consumer demand has beer 
relatively quiet for almost a vear. This has been true for many of the so-called 
soft consumer goods. But there is even some question concerning the demand for 
some durable goods. It is probably true that even if the automobile industry 
could obtain all the material they ask for, production would still remain below the 
extraordinarily high level of the last 2 vears 

There is the strange fact that consumer incomes, even after taxes and after 
allowance for price rises, are running at the highest level in history, while cor 
sumer demand has been rising much more slow], ‘The rate of consumer savings 
is at an all-time high. We knew, of course, that many millions of people, par- 
ticularly these with relatively fixed incomes, have a hard time making both ends 


meet. Many families must curtail their expenditures because they have been 
hit by price changes which have taken place since the Korean outbreak. Thi 
income of many other families, however, has risen more than the price ris¢ This 
is the case particularly in families with more than one breadwinner. Some of 
these people who could afford to buy do not buy because they find prices un- 
attractive. It may become necessary for business to recognize that the inflation- 
ary jov ride will not go on forever, and that they must adjust prices and qua 

to the demand of consumers if they want to step up their sales. I do not believe 


that the American people are saturated with goods, and therefore | am not fearfu 
of the threat of any serious depression. 
The history of the last two decades has subjected the American people to sever 


} 


tests. We had a depression and we had a world war. After we had demobilized 
in the hope of achieving collective security through the United Nations, new 
international tension developed which led to the cold war and open hostilities i 
the Far Kast. The American people—and here I include farmers, businessme1 
workers, housewives, and the Government—responded splendidly to these chal- 
lenges. They responded bv stepping up production and channeling productior 
to the purposes for which is was most needed. ‘Total production in 1951, after 
adjustment for price rises, was virtually double that of the boom year 1929 
Private investment in productive equipment in 1951 was 2!» times as large as in 
that same boom vear 1929. 

It is true that we are forced to devote a large share of our total output to 
defense. This share was 11 percent in 1951, and may reach a peak of close to 
20 percent sometime this vear or next. The share of a other Crovernment 


spending—that is, Federal, State, and local spending for purposes other that 
national security—today is less than it was two decades ago 


Consumer expenditures increased from $119 billion in 1929, measured in 1951 
prices, to a level of $206 billion in 1951; despite the growing defense program, 


some further rise is possible. The American economy has been growing at a 
rate of more than 5 percent per year, and will grow further. We will devote 20 
percent or more of this growing output to natinoal security if the internationa 
situation so demands As long as the growing defense program requires controls 
to assure effective defense production and to protect the ci an economy, we 


ill continue them. When growing productive Cay 
ca ry on without controls, we will not keep them | day longer than necessar 


act makes t possible to 


The CHaArRMAN. Senator Sparkman is attending a primary being 
held in Alabama, and so is unable to be with us today 

Mr. Foley, will you proceed in your own way. I think the com- 
mittee is fairly familiar with F NMA and FHA. I may suggest that 
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you might give a little more time to the particular section concerning 
the number of critical areas already declared and the thoughts of the 
Housing Agency as to the necessity for some funds to be used for 
community fac ilities in those areas so that housing can be built. | 
just offer that as a suggestion, but proceed in your ‘own way, sir. 


STATEMENT OF RAYMOND M. FOLEY, ADMINISTRATOR, ACCOM- 
PANIED BY B. T. FITZPATRICK, DEPUTY ADMINISTRATOR AND 
GENERAL COUNSEL, HOUSING AND HOME FINANCE AGENCY; 
AND WALTER GREENE, DEPUTY COMMISSIONER, FEDERAL 
HOUSING ADMINISTRATION 


Mr. Foutey. Mr. Chairman and —e of the committee, | 
appreciate the opportunity to appear before your committee and 
present, for your consideration, saneed in support of 5S. 3066. 

The provisions of this bill are designed principally to carry out 
effectively the objectives of the Defense Housing and Community 
Facilities and Services Act of 1951. That act, which was reported 
unanimously by your committee last year after extensive hearings, 
prescribed the legislative framework for assisting the provision of 
housing and community facilities and services required to meet the 
needs of in-migrant defense workers and military personnel in critical 
defense housing areas. 

One of the principal problems dealt with by the bill is the lack of 
sufficient private financing for the defense housing programed under 
the act. There has been some improvement in the availability of 
funds for housing investment generally. It is also true that, as your 
committee staff recently reported, there is no sound basis for leaders 
regarding investment in defense housing as unduly risky from the 
standpoint of long-term marketability. However, the testimony at 
your recent round-table hearings on mortgage financing made very 
clear, I am sure, that the major sources of permanent mortgage funds 
would not be willing to make the money available for needed defense 
housing, in time to serve defense needs properly, unless they were 
able to obtain advance commitments by the FNMA for the purchase 
of those permanent mortgage loans. 

Your committee, of course, has already given a great deal of time 
and attention to this important problem. Because it is so important 
I think it would be well for me to discuss first those provisions of the 
bill which deal with FNMA. 

Section 3. FNMA mortgage purchasing authority and commit- 
ments. 

At the outset I think it most important to note that the general 
effect of the provisions of this bill with regard to FN MA is restrictive 
upon its long-range operation. 

The CuarrMan. For the record, at this point, what is your estimate 
of advance commitments in critical defense areas? 

Mr. Fotrey. That would be required? 

The CHarrMAN. Yes. 

Mr. Fotry. The authority that would be required? 

The CHAIRMAN. Yes. 

Mr. Foury. This bill proposes $1,300,000,000, and according to the 
best estimates over the long range—it is very difficult to tell—that 
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would seem to be an appropriate figure. Somewhat less might serve. 

The CHarrmMan, You think it would be a billion three for advance 
commitments to critical defense areas? 

Mr. Foury. A billion three is the amount of advance commitment 
and added authorization proposed by this bill. I think that is prob- 
ably on the generous side, but vet the defense housing is so important. 

The CHarrmMan. That is the main thing the committee is interested 
in, | might say, defense housing, because of the military situation in 
this country and the atomic situation as well. How many defense 
housing units will the authorization take care of? 

Mr. Fotny. The defense housing that would be programed from 
July 1952, to December 31, 1952, is estimated to be 75,000 units 

The CHarrMan. 75,000 units? 

Mr. Foutny. That is right; to be added to 43,000 units that were 
programed for November 22, 1951, to the middle of this year, June 30. 

Maybank-Wherry military housing, estimated from November 1951 
to the end of this year is 40,000 units, and disaster housing is 5,000 units. 

The CHAIRMAN. Disaster? 

Mr. Fotey. Yes. The advance-commitment authority applies to 
all three of those categories, Senator. 

The CHAIRMAN. Yes. 

Mr. Fotey. That would be a total of 163,000 units at an average 
mortgage amount of $8,000, or $1,304,000,000. We estimate that 

percent of that would call for advancement commitment, which 
is just under a billion dollars. 

The CHarkMAN. That would all be advanced within the year? 

Mr. Fo.try. For housing estimated to be programed at the end 
this year; yes, Senator. 

Senator ScHoepreL. By the end of the present year—1952? 

Mr. Fouey. The end of the calendar year. 

The CHarrmMan. That is December of this year? 

Mr. Foutny. Yes. 

The CuarrMan. In other words, before we come back here, accord- 
ing to vour figures, as I understand it for the record, 75 percent of 
the billion three will be programed and the — teages advanced? 

Mr. Fotry. The housing to be covered | ry the advance commit- 
ments will be programed by December 31, 1952. The advance com- 
mitment authority would expire 6 months Sam under the bill. 

The CuHatrMan. Do you believe that those 163,000 units would be 
finished within 6 months after the last program? 

Mr. Fotry. Well, in the main, ves. It would aciaate on many 
proble ms of course, of sites and community facilitie 

The Cuatrman. In other words, by this time next year the whole 
163,000 will have been programed and well under way to completion? 

Mr. Foury. I think your latter statement is better—well under 
Way. You would have problems of site and community facilities 

The CHatrman. And problems of materials, maybe, shortages of 
materials? 


Senator ScHorepret. Mr. Chairman, | would like to ask Mr. Foley 
this question: The estimates which you have given ’ ou think would 
be necessary during this calendar year. Are you en ng into con- 
sideration in them the building that is already under way, that is to 


come in one way or another in a lot of these areas ‘te say, anyway 
from June to August or September? 
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Mr. Fotry. Yes, sir. In the programing, as a matter of fact, we 
have proceeded thus far in critical areas on a pretty conservative 
basis. It is quite possible in some of them we will have to go back 
and increase the program more. We have tried to take into con- 
sideration all available housing presently existing and such housing 
as might be built in the normal course of events that would be of a 
character suitable and available to the in-migrants. 

The programing, | think, has been definitely on the conservative 
side. 

Senator Scuorrre.. The reason | ask that question is that already 
from some areas we are hearing about a backlog that is being devel- 
oped, starting to show up, on new houses that are empty and cannot 
be sold. 

Mr. Fotry. | think you will find such situations, Senator, but | 
doubt that you will find them in critical areas, that is, areas that have 
been declared critical defense areas. 1 know of none at this point. 
And where the complaint is developed of housing built and not selling, 
not moving, it is ordinarily in the higher price ranges which are not 
the type that the in-migrant defense worker needs. 

The Cuarrman. Let me ask one question on that point. Would 
vou state briefly how the program is getting on now in the critical 
defense areas since the FNMA funds have all been exhausted? 

In other words, what is private lndiatiy doing without FNMA 
the critical defense areas? 

Mr. Fotey. Of the housing programed to date, which is in excess of 
80,000 units, about 70,000 units were programed prior to February, 
or the middle of February. I have forgotten the exact date. It is 
reasonable to assume that barring some special problem of site or 
community facilities those could have been started by now. We 
allow them a 60-day period in which to give evidence of starting when 
we issue them the program certificates. 

There have been started actually as of Mav 2, according to our 
records, 16,381 of those. 

Analysis of those units, Senator, to answer the remaining part of 
vour question, is that 11,780 of the 16,000 that have been started 
have been started with FNMA advancement commitments. In other 
words, the great bulk of the defense housing that has so far been 
started has apparently been dependent on the advance commitments 
issued under special authority of last year. 
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The CuatrmMan. Eleven-fifieenths? 

Mr. Fotry. Just about that—nearer three-fourths. 

I pointed out that the general effect of this bill is restrictive on the 
long-range operation of Fannie Mae. 

This | believe to be consistent with the apparent intent of Congress 
revealed in hearings at the time of transfer of FNMA to the Housing 
Ageney in 1950—-and with the general purpose of Congress in estab- 
lishing the FNMA. While authority to make advance commitments 
and increased authorization therefor would be provided, they would 
be strictly limited in application to emergency types of loans, and 
also limited in time of availability. Further, while some additional 
funds would be released for use in the general housing market, they, 
and all subsequent use of the $2,750,000,000 authorization to purchase 
mortgages in that field would be subject to new restrictions as to 
eligible base date and percentage of loans made by a lender that may 
be sold to FNMA. The whole of the operation would also be subject 
to further administrative restriction by the fee provisions of the hill 
In my opinion this is a wise course, since it further evidences ttention 
of the Government to rely upon private enterprise and privat 
resources to meet our general housing needs wherever possible 

In my testimony before this committee durimg previous vears, 
I have indicated that the FNMA advance commitment authority 
should not be used in effect as a primary source of funds for our 
housing programs, and I still hold to this view 

The CHatrMan. Now, Mr. Foley, let me ask you something 
You send reports down here quite often from vou! office about the 
programing of these houses. Would you put in the record for me the 
names of the communities throughout the United States that have 
housing programed but which have not been built because of the 
lack of FNMA insurance? And would you also put in the record for 
me the location of the 163,000 units which vou say are necessary 
and will be well under way or almost completed within the next vear? 

Mr. Fotry. We can give you the first part of that with exactness 
The latter part we will probably have to estimate by areas, but we 
will be glad to attempt to give them both. 

The CHarrMan. Thank vou. 

(The information referred to follows: 
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Areas in which all or part of the defense housing program is delayed, or where delay is 
anticipated, because of lack of FNMA assistance 


il 


a 











Units 

Area pro- 

gramed 

Hartford, Conn 2.000 
Ft. Dix, N. J 800 
Sampson AFB, N. Y 300 
Newport, R. I 1.000 
Dover, Del 200 
A berdeen-Edgewood, Md 460 
Camp Lejeune, N. C 1, 200 
Kinston, N. C 265 
Allentown- Bethlehem, Pa 1, 000 
Indiantown Gap, Pa 100 
Midland, Pa 300) 
Norfolk-Portsmouth, Va 5 300 
Newport News, Va 2, 100 
Dahlgren, Va 75 
Ft. Be Ga 100 
Marietta, Ga 1.000 
Moultrie, Ww 
Vald i, Ga 1M) 
Warner-Rob 200 
Beaufort-P S. ¢ 100 
Charlestor 200 
Sumter, S. ¢ SO 
Smyrna, Tent 50) 
Joliet-Braidwood, Tl 200 
Rantoul, Ill 500 
Columbus, Ind 350 
Gary-Hammond-Fast Chicago, Ind 3, 000 
Indianapolis, Ind 1.000 
, Ind 250 
umpbell, Ky 575 

Knox, K S00 

h ky (Meh) 
ning-Negaunec Mich AD 
AFB, Mich 155 
Patterson AFB, Ohio 2, 000 
McCoy, Wis 225 

ido Springs, Cok 1, 000 

kK ims ein) 

Kans 1, 050 

d Wood, Mo 254 


Carlsbad, N. Mex 300 
C} N. Mex 200 
Las Cruces, N. M 2K) 
Edge t, 8. D 30 
' 


Ardmor ( i 0) 
Victoria, Tex iM) 
l \ 2 

( I Rot ( ( { l ) 
Cor i, ¢ ‘ 
H ( 4) 
Imy ( int ( f iM 
M i Ft. Ord, ¢ HM) 
Oxnard-Port Hu e, | 800) 
— DD cy f 1 A 
S 10 ¢ t ( f oo 
| ' ( 70 
Haw or! NX 150 
1 che, N 100 
i N 200) 
‘ t NM) 

\ ( re f 
{ H O ( 


Units started as of May 5, 1952 


32. 
30. 
Program not yet allocated 
Program not yet allocated 


14 (FNMA 
program 


839 (FNMA 


commitments co\ 


commitment COV 4? 


FNMA commitme 


i 

Program not yet allocated 

$ (415 units in program covered by 
commitments 


7 (101 starts covered by FNMA commitment 
o4 
118 
454. 
89 (all star \ at kNMA co ! ents 
31 
1, 
Prog t ited 
43. 
117 
SS. 
26 (all starts cover by FNMA commitment 
64 
1) 
51 (45 sta by FNMA commitments) 
' 
an 
199 (188 start t FNMA commitments 
42 
19 
14 79 t I covered by FNMA 
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Privately financed defense housing programed as of May 2, 1952 





] 
:, Units 
— — -rogran Number of| started as 
Region Area No units of May 2, 
| 1952 
I Bridgeport, Conn l 1, 900 0 
Hartford, Conn ! 2 OM 2 
New London, Conn j gn) 
Bangor, Maine ] on) 0 
Brunswick, Maine l 140 ) 
Presque Isle-Limestone, Maine ! 175 0 


Winter Harbor, Maine l A( ) 
Bedford, Mas ] 100 ( 


Dover-Denville, N. J é HO ( 
Fort Dix-McGuire AFB, N. J ! S00 3f 
Monmouth County, N. J l 250 
New Brunswick-Perth Amboy, N. J 25 


Sampson AFB, N. Y l M 
Star Lake, N. Y 1 TF 
Utica-Rome, N.Y ( 


Newport, R. I M) 
Il Dover, Del a) 


A berdeen-Edgewood, Md {Fil 
Bainbridge-Elkton, Md 1s 


Fort Meade-Laurel, Md 





Frederick, Md 
Indian Head, Md 
Patuxent Naval Air Station, Md 
Camp Lejeune, N. C 
Fort Bragg, N. ¢ , ( 
Kinston, N.C 
Allentown-Bethile I i, | 
Buc County, | S 
Midland, P ( 
Willian sport Pa 
Indiantown Gap, P ' 
Dahlgren, Va 
( if ] kett, \V 
( teu 77 
New Va ) j 
ort ul Vv 
i 
I! Ala 
Camp Rucker, Al 
Huntsville, Ala 60 . 
Cocoa-Melbourne, Fla 
Green Cove Springs, Fla 
Key West, Fla M 
Orlando, Fla 4 
Palatka, Fla 
Pensacola, Fla 10 
Sanford, Fla 
Bainbridge, Ga 9 
Camp Stewart, Ga 
Fort Benning, Ga 
Marietta, G K4 
Moultrie, Ga 
Valdosta, Ga 2 { 2 
Warner Robins, Ga 
Biloxi-Gulfport, Miss { 
Charleston, 8. C 2K 
Parris Island, 8. C 1M 0 
Savannah River, 8. C.-Ga } 484 
Sumter, 8. C l 
Smyrna, Tenn l 0) 0 
Tullahoma, Tenn 29 17 
IV | Columbus, Ind 410 
Indianapolis, Ind 1, 000 4 
Gary-Hammond-East Chicago, Ind OOK 
La Porte, Ind 2H 2 
Quad City-Iowa, Il ( 2 
Joliet-Braidwood, Ill l 2K 4 
Rantoul, Ill SM 
Camp Breckinridge, Ky 2 225 2 
Fort Campbell, Ky 2 576 
Fort Knox, Ky 5M) 
Paducah, Ky 1. OM v1 
Lorain-Elyria, Ohio 1-2 500 162 
Wright-Patterson AFB, Ohio 010 118 
Ishpeming-Negaunee, Mich ( 
Oscoda, Mich l 155 0 
Camp McCoy, Wis 22 67 
V Colorado Springs, Colo l 1, OO 434 


Salina, Kans | 600 0 
Topeka, Kans l 1.050 RQ 





Wichita, Kans 


Fort Leonard Wood 


Knob Nost 


( 
| remont, ebr 


Sidney, Nebr 
Alamog 


Carlsbad- Artesia 
Clovis, N. Mex 


Babbit, Minn 
Las Cruces, N 


Camden-Shun 
Pine Blulf, Ar 
Alexandria, I 


(xr j1-Port } 
Pittst Car 
i ieas I 
San ID es 
S no ¢ 
Crona, C 
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Number of 


units 


2, 500 
250 
S00 
150 


”)) 


300 


200 


Ow 
40 
1 


2%) 


1K) 
1, 000 
Ww 


housing programed up to 
sing will be programed during the remainder 
on of Maybank-Wherry 
ind characteris 





Privately financed defense housing programed as of May 2, 1952—Continued 


Units 
started 
of May 

1952 


1, 3S! 


Act milit 


cs of the 


t 
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Senator Rosperrson. You have seen the plans proposed bv the 
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Senator Ropertrson. | would like to ask Mr. Foley if anywhere in 
his prepared statement he gives us estimates of as ‘this program 
will cost in Federal outlays. 

Mr. Fo.tny. Yes, we do, Senator, at least in estimates so far as we 
can make them now. 

The defense programing, of course, is a matter still in the future, a 
large part of it, and will be affected, of course, by the progress of the 
defense programs, the rate at which the expenditures take place, and 
the in-migratory ray nag impact, which we can only estimate now. 

In your request for figures on costs, Senator Robertson, do you 
mean direct costs such as would be involved in the community facilities 
and publicly provided defense housing? 

Senator Roperrson. No. I had in mind the immediate disburse- 
ment from the Treasury, not the indirect obligation of the Govern- 
ment in underwriting FHA or ‘Fannie Mae’”’ loans 

Mr. Fotey. You mean the direct calls upon the Treasury? 

Senator Roperrson. We passed an authorization bill. What ap- 
propriations does that involve, if any? 

That is one point I want vou to develop somewhere in this testimony. 

Another point is this: You discuss in your opening the acute need 
of housing in critical defense areas and the apparent inability of those 
who might be willing to build there to get the necessary financing. 
I would like for vou to show in this testimony what percentage of 
this authorization you think will be utilized in critical defense areas 
as a contribution to the current defense program, and what percent 
would be general financing of home building anywhere else in the 
country. 

Mr. Fotey. That is pretty well covered, Senator Robertson, in my 
statement, with respect to the Federal National Mortgage Association. 

The bill by its terms would limit this new authorization and ad- 
vance commitment authority to those brackets—-defense housing, 
military housing and disaster housing—disaster housing being, of 
course, a relatively small factor. That would be limited in use to 
those types and would be limited in time to July 1, 1953, after which 
time that authorization, if not used, would expire. 

That, of course,is for the purpose of purchases and would be a 
drain upor the Paes to the extent of providing the funds to buy 
them. 

The extent as to which we would have to use that authorization 
actually to buy mortgages, Senator, of course will depend upon the 
development of the private mortgage flow. We believe there are 
signs now, considerable signs, of improvement of that situation. We 
believe that probs ably before the end of the vear there will be a greatly 
improved private secondary market, and it is probable, in my opinion, 
that a large amount of the mortgages for which we make advancee 
commitment, that advance commitment being relied upon by the 
initiating lenders in order to get construction funds, will never be 
presented to us for final purchase. 

So it is impossible now to say that if, for instance, the Congress 
approved an authorization for, let’s sav, $1,300,000,000 in authority 
to make advances, we will ever buy that number of mortgages or that 
we will buy any given percentage of them. Until that time comes, of 
course, When we buy them, they will not represent a call upon the 
Treasury for funds. 
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Senator Ropertson. You have seen the plans proposed by the wi 
United States Chamber of Commerce about cutting the budget, T 
ranging all the way from $10 billion to $5 billion, and you have heard al 
the answer of the Senate Appropriations Committee, that there are G 
numerous items proposed by those budget cutters that are tied by rs 
commitments made by the Congress. re 

Take, for instance, the four-hundred-million-odd dollars for Federal 
aid to highways to the States in the authorization bill. The Bureau ti 
of Public Roads allocates the money, the State arranges the contracts - 
and starts the work before the Federal aid funds have been actually S 
appropriated. Then the Appropriations Committee, when the Con- fis 
gress comes to economize and cut down on this and cut down on the 
other, find that the States have a contract with the Federal Govern- “ 
ment and a moral obligation to be repaid. 83 

Congress also appropriates for veterans’ pensions, let us say, for s 
pensions of civil-service workers, authorizing a certain pe reentage to : 
be paid. And when payment time comes and the Veterans’ Admin- : 
istration establishes a pension claim or the Civil Service Commission p 
establishes a pension claim for the retired civil-service worker, there I 
is nothing for Congress to do except to appropriate the money. They fi 
have authorized it, they have made the commitments. Z 


We have found in the Senate Appropriations Committee that we 
are building up a tremendous backiog of indirect obligations. We : 
have found that the civil service retirement fund is very much in the I 
red. We have found that the railroad retirement fund is very much I 
in the red. I 

One witness testified before a Senate committee that the commit- 
ments of the Federal Government for all forms of pensions—civil- 
service workers, veterans, military personnel, judges, and so forth 
has built up a backlog of commitments from $250 billion to $300 bil- 
lion. And one of these days we are going to have to pay all that. 

| think it is only fair that the Congress, when we bring out a bill 
that authorizes commitments, should be able to report two things: 
One, what is the immediate appropriation the Congress will have to 
make if you authorize this bill; two, what will the indirect obligations 
of the Government be and what are the possibilities of financial 
liability under that indirect obligation? 

Mr. Fouey. I quite agree with you, Senator, and I will try to 
develop a statement broadly covering that for you. F 

To a considerable extent, if I understood you correctly, you were 
talking about contract authority which leads into these obligations 
for which there is no choice but to appropriate later. 

Senator Ronrerrson. Thatisright. We have authorized a program 
and then you make commitments and we have to honor them. 

(The information referred to follows :) 


pnp shone teh mh Mm ee eee ee Oe OC 


APPROPRIATIONS AND INDIRECT OBLIGATIONS UNDER THE BILL 


This is in response to Senator Robertson’s questions: 

1. What is the immediate appropriation the Congress will have to make if this 
bill is authorized? and 

2. What will the indirect obligation of the Government be and what are the 
possibilities of financial liability under that indirect obligation? 

Defense housing and community facilities —The new authorizations for defense 
housing and defense community facilities result in no indirect obligations upon the 
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United States Treasury. Before any commitments can be made, or any money 
can be spent, appropriation requests for these two purposes must be submitted. 
The Congress will then have an opportunity to decide whether to appropriate 
any money or not, and the amounts appropriated would be the limits of the Federal 
Government’s liability. The ultimate cost to the Federal Government would be 
somewhat less than the appropriations because of recoveries by way of operating 
income and final disposition proceeds from defense housing, and interest and 
repayments upon loans made to local governments for commun nit) facilities. 

The maximum amounts which could be requested of the Con gress in appropria- 
tions, over and above the authorizations already in Public Law 139, are limited by 
the increases in authorizations in title I1I—$200,000,000 for defense housing and 
$100,000,000 for community facilities—and $10,000,000 for Alaska housing loans, 
Such appropriations, however, would lead to virtually no expenditures during 
fiscal 1952 

Alaska defense housing.—No loss is expected from the additional $10,000,000 
loan authority. 

Federal National Mortgage Association—In this case no appropriation is neces- 
ay after the authorization legislation is enacted. The FNMA would under 

3066 be authorized to borrow nae the Treasury to support the purchase of 
alienal mortgages under the $1.3 billion of new commitments authorized in 
the bill. The call upon the recteaaes may be considerably less than this figure 
because, a favorable trend would permit the private market to absorb a greater 
proportion of the mortgages resulting in a smaller volume of FNMA, purchases. 
It is not anticipated that the new authorization of FNMA will result in any 
future losses since the mortgages bought are actual investments which can be 
sold at par and are insured or guaranteed by the FHA or the VA. The position 
of the FNMA can be shown by a few figures: 


Owed the Treasury (Mar. 31, 1952)__ . $2, 037, 000, 000 
Mortgage assets held in portfolio : 2, 053, 000, 000 
Interest paid to Treasury to date__- 84, 000, 000 
Dividends declared and paid into Treasury ; 60, 000, 000 
Losses sinee creation of FNMA in 1938 cas ee 108, 000 


Federal Housing Administration.—The new insurance authorization does not 
require an appropriation; no immediate burden is placed upon the Treasury; 
only the contingent liability of the Federal Government as an insurer is increased 
since the authorization is one to write a bigger volume of insurance business. 
FHA’s liability materializes when the insured lending institution has a default. 
But before the payment is made on the insurance, the institution must acquire 
clear title and convey the property to FHA or, in some cases, assign to FHA all 
of the institution’s rights with respect to the property. Even then, the insurance 
claim is discharged by the issuance of debentures in excnange for the property, 
which involves no current charge against the Treasury. There is an ultimate 
loss to the Federal Government only if the volume of losses from disposition of 
these properties is greater than the reserves which the FHA has been able to 
establish for such losses out of net income from tees and premiums and other 
sources over the years. The FHA has had an excellent record as an insurance 
operation as shown by the following figures: 


Insurance written Wedeci atin wise Aen $26, 600, 000, 000 


Insurance now outstanding... ______-_- eee eae 14, 700, 000, 000 
Losses to date paid from earnings Pe es = aie Dake 67, 000, 000 
Percentage losses to insurance written____— ~~ $ : (1) 

aaaeren and surplus available for payment of losses. - 240, 000, 000 


Capital investment by Government dit Ade ee 68, 000, 000 


! One-fourth of 1 percent. 


As important as reserves for protection against losses is the value of the prop- 
erties acquired when foreclosed, and the growing equity of the owner in each piece 
of property each month as a payment is made plus the incentive to continue 
pavments. ° 

In short—apart from contingent liabilities of FHA and FNMA heavily pro- 
tected bv related assets—the bill would authorize appropriations of only 
$310,000,000, all of which would have to be considered through the regular appro- 
priation process. It does not, by contract or otherwise, preempt the Appropria- 
ations Committees or the Congress in the actual provision of funds. 


Mr. Foury. In this situation, taking FNMA by itself, of course, 
it would be an authorization to make advance commitment for what- 
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ever total amount the Congress authorizes, and that would limit us. 
You would know beforehand exactly how much it might be. 

Senator Roperrson. What are the present commitments on FHA 
about 15 billion? 

Mr. Fouey. I think $16 billion outstanding. 

Senator Ropertson. What are the commitments on veterans’ 
housing? 

Mr. Fotey. That figure I do not have. There is a figure in my 
mind of about 15 billion, but 1 would not vouch for it 

Senator Ronertson. That is my _ recollection. What are the 
commitments now on Fannie Mae loans? 

Mr. Fotny. Fannie Mae now owns about $2 billion of mortgages. 
The authority to purchase is $2,750,000,000— present authority. 

Senator Ropertson. Well, that makes $33 billion, does it not? 

Mr. Fotry. Of course, 1 may point out to you, Senator, quite 
unnecessarily, | presume, that the Fannie Mae situation is actually an 
investment in mortgages which we sell at par. It is not essentially a 
drain upon the Treasury. It is an actual investment in that many 
mortgages worth that much money. Also the FNMA mortgages 
are all insured or guaranteed by FHA or VA so that totaling the 
figures would involve duplication. 

Senator Ropertson. Do vou feel that vou have checked on these 
inspectors and others who in the past have shown favors to their 
friends by overvaluing the property that is put up as collateral for 
the Government underwriting? 

Mr. Fotey. You mean in connection with the insurance of 
mortgages? 

Senator Ronerrson. Yes, sir. 

Mr. Fotey. In connection with the insurance of mortgages we 
have in FHA, of course, a highly developed system of appratsal. We 
do not believe that there has been any considerable amount of the type 
of misconduct that you refer to. In general L think that you will find 
that the contention is the FHA appraises too low rather than too high. 
it de ‘pends whom you are talking to. 

sut wherever there has been any indication of that sort of thing, 
the FHA has moved promptly upon it. 

Senator Ronerrson. Well, last January I brought a specific case 
to your attention. I never have heard what happened with it. It 
looked to me like very good evidence that property had been delib- 
erately overvalued and that the Government took all the risk, private 
industry took none, and maybe a profit on top of that. 

At that time I heard from other sources that that was not limited to 
the particular area I brought to your attention. You told me you 
were going to fully investigate that. I never heard anything further 
from you. I would be glad to have that. 

Mr. Fotry. Yes; we have investigated it. If l remember the case 
correctly, we have, and I was under the impression that you had been 
given a report. But I will see that you are. 

Senator Ronertrson. Thank you, sir. 

Mr. Foiry. At this time, however, we are faced with the fact that 
if our badly needed defense housing is to be speedily provided by 
private builders there is no other available alternative to the use of 
advance commitments for this purpose. Much of this housing has 
already been delayed too long, and there is no prospect of the mortgage 
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market changing in sufficient time and to such an extent as to make 
an adequate supply of mortgage funds available to meet defense 
needs promptly. There can be no question but that the use of this 
additional commitment authority, in sufficient amount, will result in 
construction of the great bulk of needed defense housing. There is 
clearly no shortage of builders able and willing to undertake the con- 
struction if financing is forthcoming. This is shown by the fact that 
applications of builders for programed defense housing have exceeded 
by three times the number of units of such housing. 

Last year, FNMA “set aside’ $600 million for the purchase of 
mortgages on defense, military, and disaster housing, which sum was 
sufficient to cover all of these types of housing consisting of 75,000 
units programed or committed from March 1, 1951, to November 21, 
1951. ‘The assurance given by FNMA that funds would be available 
to purchase the mortgages on these houses when completed was the 
maximum assistance that could then be given, in view of the fact that 
FNMA did not have authority, at that time, to make advance 
mitments to purchase any eligible mortgages. 

In September 1951, the Defense Housing and ¢ —— Facilities 


com- 


and Services Act of 1951 gave limited authority to FNMA to make 
advance commitments to purchase mortgages on i fe nse, military, and 
disaster housing in the amount of $200 million. This authority eX- 


pired on December 31, 1951. Practically all of this $200 million was 
used for defense, military, and disaster housing covered by the $600 
million set-aside fund, thus reducing the uncommitted amount of 
this fund to about $400 million. 

In addition, Public Law 309, approved last month, authorized 
KNMA to make advance commitments to purchase mortgages for 
which applications were received by the association prior to December 
28, 1951. About $38 million of the defense housing covered by the 
$600 million set-aside fund is covered by Public Law 309, thus fur- 
ther reducing the uncommitted amount of this fund to $362 million. 

The advance commitment authorization of $1,300,000,000 contained 
in the bill would be sufficient to take care of the balance of the housing 
covered by the set-aside and about 75 percent of the defense, mili- 
tarv, and disaster housing to be programed during the period from 
November 21, 1951, to December 1952 

During the period beginning November 21, 1951, and terminating 
December 31, 1952, about 118,000 additional units of defense housing, 
along with about 5,000 additional units of disaster housing, will 
probably be programed, and insurance commitments for about 40,000 
additional units of military housing will probably be issued by the 
FHA under the Maybank-Wherry Act—a total of 163,000 units. At 
an average mortgage amount of $8,000 ae unit, and assuming that 
about 75 percent of the mortgages are to be covered, $978 million 
advance commitment authority would ei ceaninel for that purpose. 

The bill also would authorize FNMA to make advance commit- 
ments to finance the balance of the 75,000 units of programed defense 
housing and military and disaster housing for the period from March 1, 
1951, to November 21, 195i, and to make the sum of $362 million 
(equal to the uncommitted amount of the set-aside fund) available 
therefor. This balance now amounts to about 45,000 units. Two 
major purposes would be accomplished by these provisions of the bill: 

First, there appears to be no other practical way at this time to 
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assure the availability of mortgage financing for early starting of these 
45,000 units of required housing, and, without such advance commit- 
ments, construction of this housing will be still further delayed. 

Senator ScHoEPPEL. Might I ask a question there? 

The CHarrMAN. Senator Schoeppel. 

Senator Scoorprre.. Mr. Foley, do you think, because of the un- 
certainty of the length of the defense program and the uncertainty of 
the economic conditions in these critical areas, that that is the reason 
you find hesitancy on the part of private money lenders and mortgage 
companies to go into this? What is your judgment on it? 

Mr. Fouey. Senator, it is difficult to determine, of course, just 
what the motivation is in lending institutions in delaying to go into 
these areas. However, the experience is not a new one. We had it, 
for instance, in World War II in connection with title VI operations 
at the beginning. 

Senator ScHOEPPEL. Yes. 

Mr. Fotny. Eventually they were paying premiums for those mort- 
gages in the private investors’ field. I suspect we are going to have 
the same sort of experience this time. I think the duration of the 
reluctance will be shorter, although it is affected now, of course, by 
the general situation in the money market. 

In my opinion, a purely personal opinion at this time, assuming 
this advance-commitment authority is approved by the Congress, it 
will be used to a very considerable extent as a back-up for the con- 
struction financing, and probably a very large part of the mortgages 
will never be purchased by the FNMA. 

Senator ScHorrret. Undoubtedly, as you go over the country and 
see the increase in housing, building programs, it is in effect an eco- 
nomic situation that is good from many angles—to put men on the 
payrolls in those areas, who, in turn, are paying taxes. It certainly 
has demonstrated, I think, conservatively speaking, the practicality 
of long-range payment programs, and it would seen to me there would 
be encouragement to the lending institutions by reason of that. 

Mr. Fouey. I think you are quite right, Senator. You will recall 
the very useful round-table sessions that were held by this committee 
on this subject sometime ago. Actually, we have felt reluctance to 
recommend added authorization and advance-commitment authori- 
zation, particularly with respect to the Federal National Mortgage 
Association. As you will note, in the beginning of my testimony I 
pointed out that the general effects of this bill are restrictive upon the 
long-range operation of FNMA, and in my opinion that is wise. But 
I think we have reached that point in the general housing situation, 
as is demonstrated by the continued high volume of starts in spite of 
the restrictive effect, for instance, of cre dit regulations and the current 
absence of the FNMA from the general market We, I think, are 
given evidence of the development of a strong fundamental basis for 
private operations in financing housing. 

The only increase in authorization of FNMA that this bill contem- 
plates, or in advance-commitment authority that the bill contem- 
plates, is limited to these emergency types of housing, and limited in 
time, as I pointed out earlier. 

I believe personally—and I think officially I could state—that 
there is a good deal of evidence that in the course of the remainder of 
the year the private secondary market for these mortgages initiated 
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in the defense-housing areas will have improved so materially that 
we will not acquire them to the extent that this bill authorizes us to 
acquire them; and, to my way of thinking, that would be a good 
development. 

The assurance heretofore given by FNMA that the “set-aside” 
fund would be made available to purchase mortgages on this defense 
and military housing when its construction was completed has not 
been enough to make available sufficient mortgage financing for this 
housing. 

Second, the $362 million uncommitted balance of the ‘‘set-aside’’ 
fund which, as 1 will explain, would be released as a result of the in- 
crease in FNMA’s authorization could then be used for regular over- 
the-counter purchase of eligible nondefense VA and FHA mortgages. 
On April 2, 1952, the available funds of FNMA not in the “set-aside”’ 
were exhausted and on that date FNMA therefore discontinued over- 
the counter purchases of eligible nondefense VA and FNMA mort- 
gages. If the uncommitted balance of “‘set-aside’’ funds is released, 
it will not become necessary to discontinue FNM 4A’s support of the 
GI home-loan program at this time. 

The bill provides that the authority to make advance commitments 
xtends to June 30, 1953. This is necessary so as not to preclude 
assistance for defense housing programed late in 1952. Also, the 
increase in the present purchase authorization of FNMA is made 
available only for the purchase of mortgages on defense, military, and 
disaster housing either by advance commitments or by over-the- 
counter pure hases. No part of this additional purchase authorization 
is to be available for the purchase of non-defense VA and FHA 
mortgages, or for the purchase of mortgages on military or defense 
housing for the period prior to March 1, 1951. For these purchases 
FNMA would be restricted to the use of the amount released from the 
“‘set-aside”’ fund, plus such other funds as may become available from 
the sale of its mortgages and from repayments on mortgages held in its 
portfolio. Such sales and repayments are currently about $8 million 
a month. 

It would be my hope that the entire $1,300,000,000 additional 
purchase authority requested would not be used in actual purchases. 
Although it is difficult to predict the future of the mortgage market, 
even a moderate improvement in the market should result in the 
purchase by private investors of some of the defense- and military- 
housing mortgages covered by FNMA advance commitments under 
this proposed | ‘change. 

The provisions for inc reasing the FNMA purchase authorization 
by $1,300,000,000 and for limiting this additional authorization to 
defense, military, and disaster mortgages are contained in subsection 
(b) of section 3 of the bill. The provisions for making available 
$1,300,000,000 of advance-commitment authority to expire June 30, 
1953, are contained in subsection (a) (4) of section 3 of the bill. 

Amendment of the provisions limiting FNMA purchases to 50 
percent of eligible mortgages originated by one lender: 

Under the law, the FNMA is restricted generally from purchasing 
mortgages from one lender in excess of 50 percent of all mortgages 
made by that lender which are otherwise eligible for purchase ‘by 
FNMA. However, those provisions exempt from such restriction 
mortgages on military housing insured under the Maybank-Wherry 
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Act and mortgages guaranteed under the Servicemen’s Readjustment 
Act. There is no similar exe mption for programed defense housing 
insured by FHA under the defense housing title—title 1X-——of the 
National Housing Act. 

The bill would change the present law to limit exemptions from the 
50-percent restriction to mortgages which cover programed defense 
housing, military title VIII housing, or housing for victims of a major 
disaster. Any such mortgages would be exempt, including mor tgages 
guaranteed under the Servicemen’s Readjustme nt Act, but only i 
they cover programed “defense housing” or “disaster housing.”’ 

Senator Dirksen. Mr. Foley, what was the reason for the 50 per- 
cent in the first instance? 

Mr. Fotry. The reason for the limitation, which was some vears 
ago and applied in essence only to FHA-insured mortgages, was, | 
believe, the growing feeling in the Congress that to the extent possible 
we should trv to stimulate and encourage private capital to do this 
job without the backing of the FNMA. 

So that, under it, with insured mortgages under FHA, with a base 
date set in the law, the lender could sell only 50 percent to FNMA of 
the mortgages of that type originated by it It would have to hold 
the others ia its own portfolio or sell them elsewhere in the private 
market 

The effect of this provision in this bill, Senator, would be to extend 
that limitation to all tvpes of mortgages otherwise eligible for sale to 
FNMA except those that had to do with defense housing, military 
title VIII housing, or disaster housing. It would be restrictive upon 
the operation in general. 

Its purpose, I am sure, in the minds of the authors, was to give a 
further stimulus to provide operation in this field unsupported by the 
public funds in the FNMA purchase authority. 

One of the effects, as Mr. Fitzpatrick points out to me, is to dis- 
courage the initiation of mortgages on the part m4 certain types of 
institutions solely for the purpose of acquiring a vicing account 
without any intent, or even any ability, to hold a major part of them 
in their own portfolio. 

[ do not want that to be construed as a statement of opinion on 
my part that that type of mortgagee, which is usually a mortgage 
company, is not a desirable adjunct to our operation, because in many 
areas and in many situations the initiation of mortgages by such con- 
cerns for sale elsewhere is very useful. The point here is to keep them 
from relying entirely upon selling them to the public agency and to 
require them to sell or to hold at least half of them to other private 
sources. Personally, as I said earlier, I believe those general provi- 
sions are Wise. 

Although the volume of mortgages on disaster housing is small, 
their exemption from the 50-percent restriction is clearly justified. 

There is a special situation there which I would like to take the 
time to discuss. 

To assist in the relief of emergency housing needs caused by the 
Kansas-Missouri flood disaster, the Congress, among other legisla- 
tive measures, authorized the FNMA to make advance commitments 
to purchase FHA-insured mortgages covering housing intended to 
be made available for families who were victims of a major disaster. 
This authority was subject to the December 31, 1951, time limit 
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and the $200-million limitation applicable to all FNMA advance 
commitments. 

A number of lending institutions, many of which were not active 
in the mortgage-lending field prior to the Kansas-Missouri flood 
disaster, have committed to make home-mortgage loans to flood 
victims, but were unaware because of their lack of previous experi- 
ence of the provisions which limit the sale of FHA-insured mortgages 
to FNMA. Many of these institutions have extended themselves 
to the limit to cooperate in putting the program over, with the 
erroneous understanding that funds were available with F NM A to 
purchase all of these loans held by any one bank as soon as the houses 
were completed and the loans were endorsed for insurance by thi 
Federal Housing Administration. 

About 2,240 units of disaster housing, with mortgage loans total- 
ing abot $16 million made by some 26 lending institutions, are 
involved. While the amounts involved are relatively not large, it 
is a matter which could result in considerable and serious difficulty 
for many of the participating lending institutions if the present 50- 
percent restriction were not eliminated for disaster housing. 

In addition, to the extent that the current flood disasters mm the 
Midwest require additional housing to be programed to meet the 
needs of families who lose their homes as a result of the flood-——and 
l ought to pomt out there that presently it is indicated that will be 
much less than in the floods of last year—it would appear desirabk 
that the ns ment that only 50 percent of eligible mortgage loans 
could be sold to FNMA should not apply in the case of such loans 
as are made to assist families who are victims of the more recent 
flood disasters. 

The provision for amending the 50-percent purchase limitation is 
contained in subsection (a) (3) of section 3 of the bill. 


NEW BASE DATE FOR ELIGIBILITY OF NONDEFENSE MORTGAGES FOR 
FNMA PURCHASE 


Under existing law, any mortgages otherwise eligible for purchas« 
by the FNMA out of available are may be aa ased if insured or 
guaranteed at any time after April 30, 1948. Many lending institu- 
tions have large ae lings of lai $l mortgages which could, if 
funds are available, be purchased by the F NM A ane that provision, 
To conserve the ited amounts which would be available to FNMA 
for the over-the-counter purchase of nondefense eens s, subsection 


a) (1) of section 3 of the bill would change the ‘April 30, 1948” date 


February 29, 1952, except for mortgages on defense, military, or 
disaster housing. Thus, except for mortgages on defense, military, or 
disaster housing—and except, of course, for mortgages for which 
purchase commitments have already been made— mortgages insured 
or guaranteed prior to March 1, 1952, would be ineligible for FNMA 
purchase. 

I think that is a very important point for the committee to have 
in mind. 

Although this subsection is designed to restrict the FN MA purchase 
of nondefense mortgages generally to those insured or guaranteed at 

future date, the use of the earlier date “February 29, 1952’ would 
seem desirable to make eligible those mortgages which have been 
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insured or guaranteed in the very recent past, and which are therefore 
more likely to have been made in contemplation of early sale to FNMA. 
For similar reasons, a corresponding change is made by subsection 
(a) (2) in the base date for computing the 50 percent. 

It should be noted also that even under the most favorable circum- 
stances, funds available to the FNMA for the purchase of nondefense 
mortgages would necessarily be limited in the foreseeable future. 
Indeed, there have been no funds available for this purpose since April 
2. The bill therefore provides, in effect, that the relatively small 
amounts which would be released for this purpose shall be used for the 
purchase of future, rather than past, mortgages. 

Another item which I think is very important in this bill in connec- 
tion with this general restrictive effect in the future concerns the 
amount of deposit or fee we may require. 

Under existing law, the FNMA is prohibited from requiring or 
charging a deposit or fee for the purchase of a mortgage in excess of 
1 percent of the original principal obligation of such mortgage. Sub- 
section (a) (1) of section 3 would repeal that restriction, allowi ing the 
amount of such deposit or fee to be determined by the FNMA. This 
is desirable because of the need for flexibility in fixing such fees and 
deposits. 

The FNMA now requires a deposit of 1 percent in the case of a 
commitment to purchase a mortgage on sales housing and one-half of 
1 percent in the case of a mortgage on multifamily housing. The 
portion of the deposit in excess of one-half of 1 percent is returned if 
the mortgage is actually sold to FNMA; and the portion in excess of 
one-fourth of 1 percent is returned if an eligible mortgage is produced 
and is either sold elsewhere or held by the lender. The purpose, of 
course, is to encourage their not being held by FNMA. 

The portion of the deposit retained as a fee serves to help pay the 
processing costs of FNMA and constitutes a charge for the commit- 
ment which has a definite value to the lender. ‘The appropriate fee to 
be charged at any one time depends on varying factors such as the 
fees charged in the private secondary market and the need for expand- 
ing or contracting the operations of FNMA generally or with respect 
to any particular class of mortgage or type of housing. In this 
connection, it is important that the FNMA not be bound by a limi- 
tation on fees which might make its operations competitive with a 
private source of secondary credit. It is also desirable that there be 
authority to adjust fees where this is necessary, to help restrict 
commitments and purchases to those cases where the supply of private 
mortgage funds is most clearly inadequate. 

With respect to that flexibility of authority with respect to per- 
mitted fees, I think I ought to state to the committee that it is not 
presently the thought of the Administrator of the Board of FNMA that 
we would immediately make changes in the fee requirement. It is a 
complicated subject. The effect upon the availability of private funds 
of any such action would have to be considered. We believe, however, 
that the existence of such flexibility is very desirable to meet situa- 
tions that develop in the future. 

That covers the statement that I have with respect to the FNMA 
subject, Senator. If there are further questions on FNMA, they 
might come now, perhaps. 

The CuatrMan. I do not have any questions on it. 
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Do you, Senator Schoeppel? 

Senator ScHoEPPEL. No. 

The CHarrMAN. Senator Dirksen? 

Senator Dirksen. I wanted to ask not particularly about that but 
about the authority in the first section of the bill. It would empower 
the President to use the available credit for disposition among virtu- 
ally any titles in the Housing Act; would it not? 

Mr. Fotry. You are referring now, Senator, to the authorizations 
to insure in the FHA. If you will permit me, that is the very next 
subject I have here to discuss and I think perhaps it will be made clear. 

Senator Dirksen. Very well. 

Mr. Fouey. | think before we leave the FNMA subject I might 
take occasion to remind the committee that since the transfer of the 
FNMA from the RFC to the HHFA in the fall of 1950, the whole 
administrative policy has been to so handle it as to conserve the 
authorizations that we have. 

1 think, Mr. Chairman, vou made mention of that in introducin 
the bill. 

The CHAIRMAN. Yes, I made reference to that in my statement 

Mr. Fotry. And also to simplify its operation and attempt to 
operate it in the most economic fashion and with the general purposs 
of encouraging and stimulating private participation in the field, with 
the result that we were able, even in the tight mortgage market of 
last year, to conserve the remainders of authority and continue to 
operate, I think successfully, and also to reduce the operating costs 
very markedly—something like two million—-below the year befor 
it came to us. 

The CHatrMan. You reduced it $2 million from the vear before as 
far as your operating expenses on FNMA are concerned? 

Mr. Fotey. That is true 

The CHatrMan. And at the same time did more business; div 
you not? 

Mr. Fotey. We have an increasing amount of business, of course 
since the tightness of the money mortgage market, and we have, of 
course, the management of the total portfolio already accumulated 
We have accomplished this by simplification and reduction of th 
number of offices and so on. 


SECTION 2. NEED FOR INCREASE IN, AND FURTHER CONSOLIDATION OF 
FHA AUTHORIZATIONS 


Section 2 of the bill would increase the FHA mortgage insurance 
authorization. Section 217 of the National Housing Act, as 
amended—which was added by the Defense Housing and Community 
Facilities and Services Act of 1951 authorized an aggregate of $14 
billion of additional mortgage obligations to be insured under the new 
defense housing title (title IX) of the National Housing Act, and 
under older titles of the act. Authority to release the $1% billion addi- 
tional FHA insurance authorization was vested in the President 
who could, within the total amount authorized, prescribe the amounts 
to be allocated to different titles of the act. 

The report of your committee indicated that the purpose of the 
provision was to provide a more flexible arrangement for handling 
the necessary authorization for FHA mortgage insurance programs 
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than could be accomplished if the Congress had sought to provide 
specific authorizations for each of the FHA programs separately. 
Since it was not possible to determine accurately the extent to which 
the special title IX insurance would be used, and the extent to which 
the use of title IX would result in corresponding reductions in the 
use of other titles, the Congress quite properly felt that a much smaller 
increased authorization could be provided on a consolidated basis, 
than if separate and spécific authorizations large enough to meet 
all possible contingencies were made for each of the different FHA 
programs. 

Under the authority of section 217, the President has allocated $800 
million of the consolidated $1'5 billion authorization to title [1—the 
regular FHA mortgage insurance title—and $400 million to the 
recently enacted title LX, leaving $300 million of available authoriza- 
tion which may still be allocated. 

On the basis of currently revised estimates, these two titles will 
require $2,100 million of additional authorization through June 30, 
1953. Combined with authorization gained through repayments 
under title IT, this would be adequate—at an average mortgage amount 
of $8,000—to permit the FHA to undertake insurance during the 12- 
month period from June 30, 1952 through June 30, 1953, on about 
350,000 units under titles I] and LX. In addition, it is estimated that 
FHA commitments to insure mortgages for about 40,000 units of 
military housing will be issued under the authority granted by the 
Maybank-Wherry Act. As to this military housing the present 
insurance authorization is more than adequate after allowing reserves 
for possible increases which may be requested by the military depart- 
ments in this high priority defense program. 

In order to provide the additional authorization which it is estimated 
will be needed to carry out FHA operations under titles I] and IX 
through June 30, 1953, section 217 of the National Housing Act 
should be amended in two respects. 

First, the present section 217 authorization should be increased by 
$500 million. 

Second, it should authorize the President to recapture existing 
Insurance authorizations under existing titles of the National Housing 
Act where the full amount of such existing authorizations is not needed 
immediately, and to reallocate such recaptured amount to those 
titles where there is an immediate need for additional insurance 
authorization. 

The CHatrMan. How much would that be in your judgment? 

Mr. Fouey. About a billion six hundred million is our present esti- 
mate, leaving a safe margin in the several titles from which these 
subtractions would be made. 

This change would be made by section 2 of the bill. To the extent 
that the President reduces the authorization for ~~ one FHA pro- 
gram, he would be authorized by section 2 of the bill to prescribe a 
corresponding increase in other FHA insurance programs. 

It is expected that up to June 30, 1953, about $1,600,000,000 could 
be recaptured from existing FHA authorizations where their full 
amount is not required immediately for operations during that period. 
Thus, the two proposed changes in section 217 would, taken together, 
provide the total additional authorization of $2,100,000,000 which it 
is estimated will be needed by June 30, 1953, for operations under 
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titles 11 and LX. With the flexibility thus provided by the Congress 
this increase can be accomplished with a net increase of $500 million 
over the total existing FHA insurance authorizations. At the same 
time, out of unused existing FHA authorizations for programs other 
than titles If and IX, there would be left about $400 million available 
for Maybank-Wherry Act housing and about $550 million for mort- 
gage insurance under section 8, sections 609, 610 and 611, and title 
VII. 

Section 2 of the bill, as introduced, which was apparently based on 
program estimates submitted to the Congress early this vear, pro- 
vides an additional authorization under section 217 of $1 billion, 
instead of the $500 million which we now believe to be adequat I 
would therefore recommend that the section be amended by striking 
out the figure ‘*$2,500,000,000” | 
the figure ‘*$2,000,000,000.” 

That, Mr. Chairman, covers the discussion of the increased ai 
ization of FHA. 

The CuHatrMan. Is that satisfactory to you, Senator Dirksen, or 
do you want to ask some questions on FHA? 

Senator Dirksen. | was interested in only one basic question, and 
that is the flexibility provision here would a ithorize the President to 
designate among any title in the bill regardless. 

Mr. Foury. Yes, Senator, that is what it would do, and it would 
therefore have the effect of making it unnecessary to have as large a 
total of authorizations as where the authorizations are made for each 
program by itself. 

Fundamentally 1 think I am addr ay myself to the question 


at line 20 of page 2 and substituting 


ilhor- 


in vour mind; if not, | hope you will s so-—-at various times, to 
meet various types of situations, the Congress has found certain types 
FHA insurance programs to be desirable. At those times thes 


I think, had to rely upon the estimates made by the agency as to 
what would probably be the demand, the extent to which each of 
those programs Wot ld be used, and we have at each time made a 
recommendation as to an amount of authorization 

The CuarrmMan. As I understaid, Senator, if vou do not mind my 
interrupting, the President cannot transfer that money to be used 
except within FHA. 

Mr. Fotey. That is right. It is an authorization for the insurance. 

The CHAIRMAN In other words, t they could not build )) iblic housing 
with it, 

Mr. Fotrey. They could not, also; it is not a transfer of funds at all 
but a transfer of authorization to insurance loans. 

The CuarrMan. And still within FHA? 

Mr. Foury. That is right. And Mr. Fitzpatrick reminds me they 
cannot be transferred to title VI, the emergency war type of poliey 
which has expired, 

Consequently, Senator, what we have is a situation in which pre- 
sumably Congress continues to feel each of these separate types of 
mortgage insurance are desirable and should continue, and leaves 
within the President authority to make use of the total of authoriza- 
tion in those areas where currently they are most needed. It does not 
increase the authorization except by this 500 million. 

Senator Dirksen. Other than the possible lag, would there be any- 
thing wrong with letting the limitation in existing law stand so that 
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if more money was needed for one type of insurance as distinguished 
from another, that the agency come back and simply lay the case before 
Congress and say, “‘ Now, we have an unused portion here which could 
either be left in abeyance or could be recaptured,” and then add what- 
ever is necessary. 

Administratively I know there is something to be said on the side 
of flexibility, but I am thinking also in terms of constant review of 
the whole program, where we are dealing not only with the regular 
mortgage market but also with disaster and GI and military housing. 

Mr. Foury. If, Senator, I could feel that in the original setting of 
the total of authorization for a given program the decision had been 
reached on a basis of what the Congress felt the economy ought to 
eventually absorb of that particular type of housing, I think I would 
say that it would be unwise to change. But, as I am‘sure you know, 
T have had to be very close to these developments and the considera- 
tions of Congress and have made recommendations to Congress for 
seven vears on these matters, and I think there is no basis for assuming 
that that was the way authorizations were made and the motivation 
of fixing certain figures of authorization. Consequently I feel that 
there is nothing wrong, or nothing that would be economically bad in 
this kind of adjustment. 

There is a problem that presents itself if this is not done, particularly 
in the more active programs. Where we are coming to what looks like 
a period of running out of authorization it is just like the situation that 
develops when they think maybe a bank is running out of money—we 
get arun. We get an abnormally heavy filing of applications under 
that title of the act, which is bad from the standpoint of proper proc- 
essing, puts a heavy workload on staffs, and can lead to the very 
types of complaints we hear about not having work eine properly. 

I generally feel that this is a wholesome way to proceed, sir. 

Senator Dirksen. Of course, I am thinking of possibly the next 
step, and that would be ultimately nothing more than one paragraph 
in an act to make available a given amount of mortgage credit for 
disposition and allocation as the President in his judgment sees fit, 
and there, of course, he would have virtually a blank check. 

Mr. Foxy. I think that, if carried to that point, it would certainly 
require study to see whether it is desirable or not. The proposals of 
this bill do not have that effect. The authorization would have to be 
used in accordance with some existing title or section of the act. 

Mr. Firzparrick. Senator Dirksen, | might point out that this 
does not contemplate the lack of an annual review on the part of 
Congress. On the contrary, it anticipates a review next year by the 
Congress, since the amount requested, even with flexibility, runs only 
to June 30 next year. So that you woul 1 have, when the next Congress 
comes back again, the annual review of the total FHA program. 

Senator Dirksen. Thank you. 

Mr. Fotrny. That covers the FHA authorization. 

If the chairman will permit me, I would hke to ask Mr. Walter 
Greene, the Deputy Commissioner of FHA, who is here with me, if 
he has anything he wants to add on the subject. 

Mr. Green. Mr. Chairman, I do not believe there is anything I 
would care to add. T think it has been fully covered, unless there are 
some questions that have not been answered. 
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¥ 


The CuarrMan. Ldonothaveany. If there is anything that should 
be put in the record here, do not hesitate to do it. 

Mr. Fouey. Thank you, Mr. Chairman. 

The CuHarrman. Add to the record anything you wish, anything 
you believe is more specific. 


SECTION 4. AUTHORIZATION FOR DEFENSE COMMUNITY FACILITIES 
AND FEDERAL DEFENSE HOUSING 


Mr. Fotey. Community facilities and services: Section 4 of the 
bill would increase the authorization for defense community facilities 
and services, now contained in title III of the Defense Housing and 
Community Facilities and Services Act of 1951, from $60 million to 
$160 million. 

The CuarrMan. How much is that now? 

Mr. Fouey. It is now 60 million. That is the authorization as 
distinguished from appropri: ae 

Applie ations for assistance for defense community facilities projects 
having a total cost of about $67 million, have already been received 
from communities in 36 critical defense housing areas. HHFA 
assistance required for these projects amounts to about $36.5 million, 
or about $1 million per area. 

In the 160 critical defense housing areas first declared, municipali- 
ties in 24 areas which have not filed applications for assistance are now 
preparing them. A preliminary survey shows that communities in 40 
more of these 160 areas will file applications for assistance, making a 
total of 64 additional areas, 

Also, it is estimated that by June 30, 1953, 190 localities will be 
declared critical defense housing areas in addition to the first 160, 
making the total areas so declared 350. Of these 190 additional areas, 
it is estimated that 90 will require assistance from HHFA for defense 
community facilities. These 90 new areas plus the 64 additional 
existing areas to submit applications would make a total of 154 areas 
requiring HHFA assistance in addition to the areas which have ac- 
tually filed applications. 

The Cuarrman. How many of those 190 additional areas to be de- 
clared critical defense housing areas are not metropolitan areas? | 
know that is a tough question. 

Mr. Foury. At the moment I cannot answer it, but we can supply 
it. IT suppose you mean by metropolitan areas, large municipalities. 

The Cuarrman. Then supply it for the record. 

I do not believe it is the intention of this committee to appropriate 
for facilities for cities that can afford to do it themselves. 

Mr. Fouey. That is right. 

The CuarrmMan. And I know it would not be your intention 

On the other hand, there are some small communities way out in the 
countryside where they are building atomic plants and testing grounds, 
and the communities do not have any facilities and no arrangements 
under the statutes of the State in many instances to bond for them, 

Mr. Fo.ey. That is true, and in a good many areas declared critical 
more than one community is involved. A number of small communi- 
ties are involved. 

The CHarrMAN. I wish you would supply that for the record 

Mr. Fotry. We will give vou for the record the best estimate we 
can make on that point. 
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Senator ScuorpreL. Then I would like to have some information, if 
vou have it, of these 160 communities that were originally declared to 
be critical. How many of those are beyond that classification now? 
You certainly have some, do you not, or are they all still under? 

Mr. Forry. That are no longer critical areas? 

Senator SCHOEPPEL, Yes. 

Mr. Fotry. Mr. Young, have any been removed from the critical 
designation? 

Mr. Youna. None have so far. 

Mr. Fotny. None have. 

Senator Scnorpre. There is a proviso that after certain conditions 
were met they were to be removed from ‘critical area’’ designations. 
I am wondering how religiously that has been followed, first keeping 
in mind, of course, the need and necessity for continuing them. 

Mr. Foutey. That is right, Senator, and a part of our procedure 
through field offices is continued study of areas declared critical or 
areas in which requests have been made, and areas in which some 
question exists as to whether they should be so declared. 

Apropos of once the situation has been met they should be removed 
from the list, only since about the first of this year have we had funds 
and authority with which to meet the critical situations housingwise 
and community-facility-wise. So, it will be some time yet before the 
authorities we have been able to apply will produce the facilities or 
the housing so that presumably they could be taken off the list. 

The Cuairman. Senator Dirksen, do you have a question? 

Senator Dirksen. Mr. Foley, why could you not put in the record, 
first of all, a list showing the 160 areas that have been designated? 
I think it would be informative to the country and to the Senate. 
And then show, in connection with that list, substantially the commu- 
nity facilities and services that are being provided in those areas 
Those would be what?—schools and some other structures? 

Mr. Fotry. From our point of view, the water and sewer. As you 
will recall, there is a division of authority in the original act. 

The CHarrMAN. When it was set up last vear by Executive order 
by the White House, certain designations were given, such as Public 
Health, for instance; is that right? 

Mr. Foutry. Yes; that is right. 

The CHarrmMan. And certain given to you. 

Mr. Fouey. That is right. 

The CHarRMAN. So, it results in two groups, one for sewers, for 
instance, and another for purification of water. Purification of water 
comes under Health; is that right? 

Mr. Foiry. Generally speaking, in sewer and water situations, 
central plant is the responsibility of FSA. The contributing lines are 
ours. 

The Cuarrman. Mr. Miles is in charge at FSA? 

Mr. Foutey. That is right. 

The CuartrMan. I believe, for the benefit of Senator Dirksen and 
myself and this committee, you ought to get together with Mr. Miles 
and get it all. I will request that the clerk ask Mr. Miles to get in 
touch with you or Mr. Fitzpatrick so that we can have both at the 
same time. 

Mr. Fotry. May I interrupt at that point? 

The CHarrMan. Yes. 
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Mr. Fotry. We necessarily, of course, set up a very close working 
arrangement with FSA, and I think we can supply from our own 
files all that material. ; 

The CuarrMan, | think I had the pleasure of going on an inspection 
tour sometime ago with representatives of FSA and yourself and Mr. 
Fitzpatrick. 

Mr. Foutey. That is right. It is a very practical working arrange- 
ment. 

The CHAIRMAN. So that there would be no doubt about it. I thought 
we would have the whole picture. 

Mr. Forey. If I understand correctly what Senator Dirksen wants, 
it is a list of the “critical areas” thus far declared, those that have 
evidenced the need for help with community facilities, the nature of 
that help, and the amount of it. 

Senator Dirksen. You can express that in broad categories. 

Mr. Fotey. We can give you pretty definite tabulary information 
on it, Senator. 

The information referred to is as follows: 


CriticAL DEFENSE-HovusING AR} 


As of May 12, 1952, 176 areas have been designated ‘‘critical defense-housing 
areas.”’ Of these areas, 160 were designated ‘‘critical defense-housing areas 
before March 30, 1952. 


FIRST 160 CRITICAL DEFENSE-HOUSING AREAS, DESIGNATED BEFORE MARCH 30, 1952 


\nchorage, Alaska Green Cove Springs, Fla, 
Fairbanks, Alaska Kev West, Fla 

Kodiak, Alaska Orlando, Fla 

Anniston, Ala. Palatka, Fla 

Camp Rucker, Ala. Pensacola, Fla 

Huntsville, Ala Sanford, Fla 

Flagstaff, Ariz. Bainbridge, Ga 

Fort Huachuca, Ariz Camp Stewart, Ga 

Tueson, Ariz. Fort Benning, Ga 

Yuma, Ariz. Marietta (Cobb Count Ga 
Benton, Ark Moultrie, Ga 

Camden-Shumaker, Ark. Valdosta, Ga 

Pine Bluff, Ark. Warner Robins, Ga 

Barstow, Calif. Arco, Blackfoot, Idaho Falls, Idaho 
Camp Roberts-Camp Cook, Calif Cobalt, [daho 

Corona, Calif. Mountain Home, Idaho 

Herlong, Calif. Soda Springs, Ida 

Imperial County, Calif Braidwood (Joliet), I 
Invokern-Ridgecrest-China Lake, Calif. Quad Cities: 

Lancaster, Calif. Rock Island, I 

Marvsville- Yuba, Calif. Kast Moline, Il 

Monterev-Fort Ord, Calif. Moline, Tl. 

Oxnard-Port Hueneme, Calif. Davenport, Iowa 
Pittsburg-Camp Stoneman, Calif. Rantoul (Chanute Air Force Bast Ill. 
Pleasanton-Livermore-Havward, Calif. — ¢ 

San Diego and Oceanside, Calif. 
Solano County, Calif. 


Oolumbus (Camp Atterbury nd 
Garv-Hammond-East Chicago,"Ind 
Indianapolis, Ir d 


Trona, Calif. 

Victorville, Calif, 
Colorado Springs, Colo. 
Bridgeport, Conn. 
Hartford. Conn. 

New London, Conn, 
Dover, Del. 
Cocoa-Melborne, Fla. 
Eglin Air Foree Base, Fla. 


La Porte. Ind 
Law rence-QOlatt 
Parsons, Kans 
Salina, Kans 

Topeka, Kans 


Wichita, Kans 


Camp Breckinrids 


Fort Campbell, 
Fort Knox, Ky 
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1. FIRST 160 CRITICAL DEFENSE-HOUSING AREAS, DESIGNATED BEFORE 
MARCH 30, 1952—continued 


Paducah, Ky. Umatilla-Hermiston, Oreg. 
Alexandria, La. Allentown-Bethlehem, Pa. 
Camp Polk, La. Bucks County (Bristol-Morrisville), Pa. 
Lake Charles, La. Indiantown Gap, Pa. 
Brunswick, Maine Midland, Pa. 
Presque Isle-Limestone, Maine Newport, R. I. 
Winter Harbor, Maine Atomic Energy Commission, Savannah 
\berdeen, Md. River, 8. C. 
Bainbridge-Elkton, Md. Charleston, 8. C. 
Fort Meade-Laurel, Md. Parris Island, 8. C. 
Frederick, Md. Sumter, 8. C. 
Indian Head, Md. Edgemont, 8. Dak. 
Patuxent, Md. Rapid City-Sturgis, 8. Dak. 
Bedford, Mass. Smyrna, Tenn. 
Ishpeming-Negaunee, Mich. Tullahoma, Tenn. 
Oscoda, Mich. Big Spring, Tex. 
Babbitt, Minn. Borger, Tex. 
Gulfport-Biloxi-Pascagoula, Miss. Brady, Tex. 
Fort Leonard Wood, Mo. Brazoria County, Tex. 
Knob Noster (Sedalia Air Force Base), Bryan, Tex. 

Mo. Del Rio, Tex. 
Anaconda, Mont Florence-Killeen, Tex. 
Great Falls, Mont. Hondo, Tex. 
Sidney, Nebr. Kingsville, Tex. 
Hawthorne, Nev. Laredo Air Force Base, Tex. 
Pioche, Nev. Lone Star, Tex. 
Reno, Nev. Mineral Wells, Weatherford, Tex 
Dover-Danville, N. J. Rockdale, Tex. 
Fort Dix, N. J. San Marcos, Tex. 
Monmouth County, N, J. Victoria, Tex. 
Alamogordo, N. Mex. Wichita Falls, Tex. 
Carlsbad-Artesia, N. Mex. Tooele, Utah. 
Clovis-Portales, N. Mex. Camp Pickett, Va. 
Las Cruces, N. Mex. Chincoteaque, Va. 
Sampson Air Force Base, N. Y. Dahlgren, Va. 
Star Lake, N. Y. Newport News, Va. 
Utica-Rome, N. Y. Norfolk-Portsmouth, Va. 
Camp Lejeune, N. C. Quantico, Va. 
Fort Bragg, N. C. Arlington, Wash. 
Kinston, N. C, Bremerton, Wash. 
Townsville, N. C. Hanford-Kennewick-Pasco, Wash. 
Lorain, Ohio. Othello, Wash. 
Wright-Patterson Air Force Base, Day- Port Townsend, Wash 

ton, Ohio. Wenatchee, Wash. 
Altus, Okla. Whidbey Island, Wash. 
Ardmore, Okla. , Baraboo, Wis. 
Fort Sill, Lawton, Okla. Camp McCoy, Wis. 


Astoria, Oreg. 


2, 16 ADDITIONAL CRITICAL DEFENSE-HOUSING AREAS, DESIGNATED SUBSEQUENT TO 
MARCH 30, 1952 


Cascade, Idaho Lea County, N. Mex. 

Sioux City, lowa Condon, Oreg. 

Bangor, Maine Williamsport, Pa. 
Fremont-Wahoo, Nebr Harlingen, Tex. 

Ely, Nev. Port Lavaca, Tex. 
Yerington, Nev. Bridgeport, Wash. 

New Brunswick-Perth Amboy, N. J. Ephrata-Moses Lake, Wash. 


Farmington, N. Mex. Republie-Curlew, Wash. 
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ComMUNITY-Facilities Neeps in CriticAL Derense-Hovusinc AREAS (AS 01 
May 12, 1952) 

This information is furnished in two parts. Part I consists of a breakdown of 

applications received to date from 50 municipalities, located in 38 critical defense- 


, rn mh ° ° ° . ° ° 20 
), Pa housing areas. The projects listed in part I include projects in 18 of the 38 areas 
that have received field recommendations. The remainder are subject to mod- 
ification depending upon eligibility under title III of Public Law 139. 
; Part II shows a tabulation of needs for community-facilities assistance, both 
‘ x yoy . a: . . = . *,¢ 
Nao as to HHFA and FSA responsibility, as indicated by surveys of additional needs 
in 16 areas referred to in part I, as well as needs in 25 additional areas. Estimated 
costs and estimated amounts of Federal assistance needed from Federal Security 
Agency and Housing and Home Finance Agency have been presented separately 
in two lists of areas. In addition to the $4,643,500, FSA assistance expected to be 
requested by applicants in the near future, surveys have developed a probable 
need for $8,075,000 in preliminary assistance for sanitary-engineering projects it 
the remainder of the critical defense areas currently listed 

From available estimates, it is anticipated that there will be community-faciliti 
needs in about 40 additional critical defense areas from among the first 160 areas 
declared critical. These will require a total amount of HHFA assistance of about 
$20,000,000. 

Furthermore, it is estimated that, of 190 critical areas to be declared by th 
end of fiscal 1953, 90 will require community-facilities assistance. Also, hospital 
and health-center needs in the amount of $25,000,000 have been presented by 
FSA (PHS) in an attached statement. 

The following is a summary of the assistance for community facilities in part I 
and part II of this presentation: 

HHFAa FSA a 
stance ance 
Part I. Applications received from 38 areas &38, 000. 000 $12, 000, OO 
Part IT. Surveyed needs in 25 additional areas 7, 000, 000 4, 000, OOK 
40 additional areas from which community-facilities applications are expected », 000, 000 8, 000, 000 
90 areas out of 190 additional critical areas expected to be declared by end of 
fiscal 1953, estimated assistance needed : 35. 000, 000 10, 000, 000 
Hospital assistance, as per tabluation attached - - - 25, 000, 000 
rotal 000, 000 5G O00 (OK 
169, OOO, BOO 
Part I. Areas which have evidenced need for community fac lies assistance ¢ 
submission of applications under Public Law 139—Status shown as of May 12, 
194 2 
HHFA FSA 
State and defense area Applicant Type of project | 7 portion of | porti 
1 tance 
Alaska 
Fairbanks Fairbanks Water $2 000 $1, 818, 000 
do ’ Sewel S61, 14 775, 031 
; do Roads 5,777, 238 | 5,199,514 
we We do Public building 80, OO 513, 000 $9, 00 
(fire, police, 
health 
do i sewel 7 ay az. 
Arizona 
Tucson... Tucson Storm sewer! 2, 208 2, 298 
do . Sewer 5, R34 5. 834 
Flagstaff __- Flagstaff. . Water and sew 85, 63 5 
do Sewer ). OOK 
do Water 1.04 Th 37. 360 i 
do . do 202, Of 212, OV 
do do 100. 000 0. 009 
lo do 29 Ai 22, 5K 
do do Th { ) 
do Sewer ! mn 
do Refuse 2 59 (Wy 
Arkansas 
Benton.._. Benton Water 5H 2 
Camden and Shumaker Camden Sewer S, 7H », 39 S34, # 
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State and defense area 


California: Solano County 


San Diego. 


Oxnard and Port Hue 
nem 
Camp Cooke and Camp 


Roberts 


ind Ridg 
ike. 


Inyokern 
hina L 





Geor i 


Marietta 


Savannah River 


Idaho 
Mountain Home 


Arco and Blackfoot, Idaho 
Falls 


Rantoul 


HOUSING 


Applicant 


Fairfield-Suisun 


sewer district. 
Vallejo 
La Mesa 
district). 
do 
El Cajon 
San Diego 
do 
do 
do 
do 
do 
do 
do 
do 


j 
ao 


do 
do 


do 


do 


do 
do 
do 
do 
do 
do 
do 


do 


Oxnard 


do 

do 

do 

Port Hueneme 
do 

E1P 


iso Robles 


1 
ao 


Ridgecrest Sanita- 


tion district 


Kern County 


Cobb County Water 
Authority. 


Augusta 
do 
Mountain Home 
do 
Arco 


do 


Rantoul 


Lawrence 
do 
do 

La Porte 
do 


Nopeka 

Wichita 
do 
do 
do 


ACT OF 


(irrigation 


1952 


Ty pe of project 


Sewer 


do 
Water 


do 
Sewer 
Road 
do 
do 
Water 
do 
do 
do 
do 
do 
do 
do 
do 
do 
Road 


Water 
ao 
do 
do 

Fire 
do 

Library 
do 

sewer 


Water 


do 


sewer 


W ater 
Sewer 
Water 
Sewer 
Roads 
Water 
Sewer 


ind sewer. 


Water 
Sewer 


Roads 
Water 


Sewer 


Total 


$647, 


650, 


280, 





1, O76, 





156, 


cost 


94 


164 
000 


000 


5, OOO 
©, 000 


GI8 
136 


5, 000 
3, OOO 


000 
000 
000 
O00 


. 000 


oon 
OOO 
in) 
OO 
HOO 


, 00 
3, 090 


COO 
SO) 
5 
SOD 
COO 
HM) 


oOo 


. 000 
5, (OO 


925 
193 





OOO 


, O00 


OOO 
OOO 


, 024 
, 806 
, 136 


, 900 

700 

, O00 

356, 730 

11, 709, 900 


HHFA 


portion of 
assistance 


$78, 
650 


O82 
O00 


280, 000 
500 


20, 459 
Sas 




















159, 500 
14, rw 
24, 750 
24, 750 
11, 000 
&, 250 
23, 000 

165, 000 

107, 000 
75. 150 
14, 425 
3. 250 
WO. O00 
40, 250 
14. 250 
2, 900 
7. 000 

100, 000 
0, OOO 

119, 925 
72, 493 
YO. OOO 
70, 500 

223, 950 

759, 100 

242, 100 
90, 150 
19, 000 

118, 300 

183, 425 

642, 659 

< 200) 

Ss , JOU 
04. O00 

691, 200 

188, 524 
AD, SO6 
70, 136 


216, 900 
2, 029, 700 
285, 730 


5, 856, 122 


-Areas which have evidenced need for community facilities assistance by 


submission of applications under Public Law 139—Status shown as of May 12, 


FSA 
portion of 
assistance 


$625, 114 


175, 000 


600, OOO 
175, OOO 


173. 000 


835. O79 


32, 650 


229 


S50) 


150 


361, 


84,075 


78, SOO 


268, SOO 








ance by 
lay 12, 


FSA 
portion of 
iSsistance 


$625, 114 


175, 000 


600, 000 
175, 000 


173. 000 


35. O79 


132, 650 


289 3A 


361, 450 


84,075 


378, SOO 


2b, SOO 
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submission of applications under Public Law 139 


1952—Continued 


State and defense area 


Kentucky 
Paducah 


Fort Knox 


Louisiana: Alexandria 


Maine: Brunswick 
Missouri: Fort Leonard Wood 


Montana 
Nev ida 


Great Falls 
Reno 


New Jersey: Fort Dix 
North Carolina 
Camp LeJeune 


Kinston 
Oklahoma Fort Sill ind 
Lawton 
South C Savannah 


River 


irolina: 


Texas 
Florence and Killeen 


Mineral Wells and 
Weatherford 
Lone Star 


Virginia: Norfolk-Portsmouth 


Washingt 
Bremerton 


Port Townsend 
Kenewick 


Total 


Applicant 


Paducah 
do 
do 
do 
do 


MeCracker 
Lone Oak water 
trict 
La Center 
do 
Elizabethtown 
do 
do 
Sewer district N 
Alexandria 
Brunswick 
district 
Dixon 
do 
Great Fall 
W ishoe 
Sparks 


Lakehurst 


Jackson ville 


j 
ado 


Aiker 
do 

Williston 
do 

Allendak 


Windsor. 


Killeen 
Belton 
Copperas Cove 
Mineral Wells 





’ubl 


pe 
Sewer 
ae 
do 

1 
do 
Perso 
plic Ss 
Roads 





Sewer 
Water 
Road 

Sewer 


Sewer 
Wate 
Sew 


Vater 
Sewer 
Wate 
Sew 
Water 


Wate 

Wat 

Sewer 
a 
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Areas which have evidenced need for community 


43 


facilities assistance by 
Status shown as of May 12 


HHFA FSA 


rt cost portion of port of 
Total cost | portion of | port 
tance iSSiStanct 
$ 2 ” $s 302. 700 
t } xu sO) 
R(K). 480 400, OOK 
is { OS, 63) 
2 49 S600. 000 
68, O39 23, 800 
SU. GIS RQ YIN 
85.8 R58 
), Ot 4M) 
tit 62, 266 
4 2 sy WH) 73. 000 
”). OOK 5 100 f Ono 
) 
i 60, OOF 
} ‘ 4. OO 
6,4 100 
t 2) OOO 
2 ny S54, 77¢ 42, 290 
842 ONL 416 10, OOO 
} a () 
‘ Wn 10. 000 
<4 ” 24 a) aS 
259 ” 251, 650 
“ ate « ot2 
4 ) 17, 950 
i ; ‘ 
< 2, 937 
. 4 oh 
’ x] ® 
” j ”) 
700 
} nM 1K) 
st y SH, OOK 
wy mw 





s ” x) — 
j uM 0. 700 29 BOO 
} Is » TOS 
Wn 
260 104, 600 105, 400 
s DIK Os (i 164. 100 
ww 87. O00 98. 000 
h 103. SK 1), SOO 
atk <, -UU 
277 5K 
18. 50 151. 500 
" t 20 lv six) 
6. 188 25. 188 a 
(x {38 } 
s wi 
‘ 0. 40 44 600 
’ uy 0, OO 
0.0 oO 
44 () 
) H 
‘ 
} p 
S 58 $. SM 
» OO 
x44. s ys » 9 5 
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Part Il-——-HHFA indicated needs for additional community facilities 
(based on surveys completed; applications expected) 





Defense area I'ype of project ect cost 
Alabama: Camp Rucker 7 Water and sewer $900, 000 
Arizona: Tucson 4 do 6, 620, 000 
Other 3, 779, 600 
California: 
Barstow - _. Water and sewer 65, 000 
Camp Roberts and Camp Cooke... do 138, 000 
Maryville, Yuba City, Grass Lake, and Nevada | Other 60, 000 
City 
Pleasanton, Livermore, and Hayward Water and sewer 275, 000 
Other 140, 000 
San Diego and Oceanside Water and sewer 19, 900 
Other 1, 336, 000 
Colorado: El] Paso County Water and sewer 3, 536, 000 
Connecticut: New London do 76, 000 
Florida: Key West_-- do 300, 000 
Georgia 
Marietta do 453, 500 
Other 706, 200 
Warner Robins Water and sewer 450, 000 
Other 100, 000 
Iowa: Quad Cities Water and sewer 50, 000 
Kansas: Topeka Other 200, 000 
Kentucky 
Fort Knox Water and sewer 170, 000 
Other 73, 000 
Paducah do__.. 1, 348, 800 
Louisiana: Lake Charles Water and sewer 700, 000 
Maine: Presque Isle, Limestone do 56, 400 
Maryland: Fort Meade do 59, 000 
Missouri: 
Fort Leonard Wood do 400, 000 
Other 57, 500 
Sedelia Water and sewel 204, 700 
Other 270, 400 
Nebraska: Sidney : ‘ Water and sewer 3, 300 
New Jersey: Fort Dick and McGuire Air Force Base do 65, 000 
Other 24, 000 
New York: Sampson Air Force Bass Water and sewer 215, 100 
Other 105, 600 
New Mexico 
Alamogardo Water and sewer 603, 000 
Clovis ; do 155, 000 
Los Cruces do 188, 200 
Norgh Carolina: Fort Bragg do 922, 000 
Other 125, 000 
Pennsylvania: Allentown and Bethlehem Water and sewer 35, 000 
South Carolina: Savanah River. - Other 131, 300 
South Dakota: Rapid City Water and sewe1 410, 000 
Texas: 
Brazoria County ca do... 468, 100 
Other 461, 200 
Florence and Killeen Other 500, 000 
Lone Star__-- Water and sewer 48, 200 
Other 25, 000 
Mineral Wells and Weatherford Water and sewer 136, 500 
Other 19, 600 
San Marcos Water and sewer 150, 000 
Other 12%, 500 
Utah: Tooele Water and sewer 210, 000 
Virginia: Norfolk and Portsmeuth Other 50, 000 
Washington 
Bremerton Water and sewer 414, 000 
Hanford, Kennewick and Pasco do $50, OU 
Wisconsin: Camp McCoy do ; 50, 000 
Other £5, 000 
Total 28 813, 700 


Total proj- | 


assistance 


Estimated 
Federal 
assistance 


(HHFA) 


$540, 000 
3, 972, 000 
2, 267, 800 


39, 000 
82, 800 
36, 000 


165, 000 
84. 000 
11, 900 
801, 600 
2, 121, 600 
45, 600 
180, 000 


272, 100 
423, 700 
270, 000 
60, 000 
30, 000 


120, 000 


102, 000 

3, 800 
809, 300 
420, 000 
33, 800 
35, 400 


240, 000 
34, 500 
122, 800 
162, 200 
26, 000 
39, 000 
14, 400 
129, 100 
63, 400 


361, 800 
93, 000 
113, 000 
553, 200 
75, 000 
21, 000 
78, 800 
246, 000 


280, 900 
276, 700 
336, 000 
2s, 400 
15, 000 
81, 900 
29, 800 
40, 900 
77, 100 
126, 000 
30, 000 


24s, 490 
270. 000 
30, 000 
27, 000 


17, 28%, 300 





P 
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stance Part II.—FSA indicated needs for additional community facilities assistance 
(based on surveys completed; applications expected) 


mated a Estimated 
deral ‘ a : Potal Federal 
stance State and defense area rype of project project santas 
IFA) Goss FSA 
540, 000 Alabama 
972, 000 Camp Rucker Sewer $371. 000 S165, TH 
267, 800 Huntsville Water 14, 000 150, 000 
California: San Diego Sewer 19, 000 12, 000 
39, 000 Colorado: Colorado Springs Water 875, 000 £50, 000 
82, 800 Connecticut 
36, 000 Bridge port Sewer 1. 482. 000 RRG. OK 
Hartford do O50. 000 570. 000 
165, 000 New London ak 200, 000 720. 000 
84, 000 Maine: Presque Isle and Limestone Water 40, 000 20, OOO 
11, 900 faryland: Fort Meade and Laurel Sewe! 4100, 000 100, OO 
801, 600 Missouri 
121, 600 Knobb Noster (Sedalia Air Force Bass Water and sews 302, 800 146, 500 
45, 600 Fort Leonard Wood do 1, 119, 000 672, 800 
LSO, 000 Nebraska: Sidney Sewer 92, 000 5, 500 
Nevada: Reno do 71, 400 50), OOK 
272, 100 North Carolina: Fort Bragg Water 55, OOO 18, 000 
123, 700 Pennsylvania: Bucks County do 00, 000 50, 000 
270, 000 lennessee: 
60, 000 Fort Campbell Sewe! 300, 000 150, 000 
30, 000 Cullahoma Water 1, 500, 000 $00, 000 
| 20, 000 lexas: Brazoria County Sewer 47, 200 24, 000 
102, 000 Total 10, 118, 400 4, 643, 500 
43, 800 


809, 300 oom we 
120, 000 : . 
33, 800 SUPPLEMENTAL STATEMENT TO Part IJ—FSA, RELATING ro HospiraL NEEDs, 





59, 400 SUBMITTED BY THE PuBLIc HEALTH SERVIC! 
) 
4 500 The data submitted below is based upon (1) field surveys of six critical defense 
22, 800 areas and (2) studies of the patient load of hospitals as set forth in the State plans 
= aa for hospital construction under the Hill-Burton program. All of the 176 critical 
39, 000 defense areas were studied. Of these, 154 appear to be able to accommodate fore- 
14, 400 seeable population increase through maximum utilization of their hospital facili- 
a 400 ties. Hospitals closest to the critical areas would be crowded, but by planning 
full use of facilities within a 25-mile radius of each area additional construction 
161, 800 is not indicated at this time. 
oo As of this date, there are 23 areas where existing facilities cannot hope to accom- 
53, 200 modate the present influx as well as foreseeable population increases. <A total of 
75, 000 952 beds are urgently needed in these critical areas. These beds are not the 
ae normal unmet bed needs but rather are directly attributable to the defense effort. 
46, 000 With one or two exceptions these beds may be provided as additions to existing 
snake hospitals which makes it reasonably certain that adequate staff will be available. 
76 700 While 952 additional hospital beds are directly attributable therefore to the 
36, 000 mobilization program, Public Law 139 further requires that assistance for the con- 
28, 900 struction of health facilities be made only where the situation cannot be adequately 
om dealt with under the Hill-Burton program. 
29, 800 The hospital survey and construction program has to date been able to give 
40, 000 financial assistance to 1 or more projects in 9 of these 23 areas, as indicated below. 
oF od The Public Health Service has and is encouraging the State agencies administer- 
30, 000 ng the Hill-Burton program to assist critical areas to the maximum extent feas- 
ible under the Hospital Survey and Construction Act. However, there are a 
7 pe number of reasons why assistance under Hill-Burton will not be immediately 
30, 000 forthcoming. For example, a number of States have not only committed their 
27, 000 1952 allotments but have also committed fiscal year 1953 funds, subject to avail- 
88. 300 ability. Some critical areas are too low on the priority list set forth in the State 


plans or have been unable to raise the local share of funds. In other instances, 
such as Alaska, the annual allotment would hardly begin to fulfill defense impacted 
needs, 

Present indieations are that construction of hospital beds in critical defens« 
areas, which present tight labor markets, will average $20,000 per bed. In thi 
absence of a more detailed analysis of the specific financial condition of the com 
munities urgently in need of health facilities, no conclusions can be drawn as to 
whether these communities could participate in the program on a loan rather than 
a grant basis. It would be reasonable to assume that each community would 
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expect a minimum grant of the same percentage of funds as might be available 
in that State to a project sponsored under the Hill-Burton program. Each appli- 
cation would, of course, have to be processed on its merits with respect to whether 
loans or grants are to be made. Suffice it to say that for hospital construction 
in the 23 areas, $19,040,000 is essential immediately from all sources. 

The situation under Public Law 139 does not necessarily parallel] Hill-Burton 
experience in that funds under Public Law 139 can be made available only to 
meet the needs attributable to the influx. Critical areas will, of course, be con- 
fronted with the need for funds for all types of community facilities in addition 
to health facilities. In the absence of operating experience under the present 
program we cannot assume that more than 10 percent of the total construction 
costs necessary for meeting the influx needs could be met by the communities 
without undue delay. There remains a need, therefore, for slightly more than 
$17,000,000 in Federal financial assistance under Public Law 139 for hospitals 
in these areas. 

An adequate public health program is essential in the crowded conditions 
which prevail in the critical areas. However, it is difficult to assess the need for 
additional facilities to house these important activities without a survey of the 
program and knowledge of the staff available in each area. A study of the State 
plans reveals that there exist acceptable public health centers in 54 of the critical 
areas. 

Four areas indicate a need for additional public health centers. This need is 
estimated on the basis of population in the areas as shown under the State plan 
but adjusted to include influx occasioned by the critical defense factor. The 
estimated costs of these public health centers is approximately $500,000. 

For existing critical defense areas, as indicated above, $17,000,000 is needed for 
permanent hospital construction, $500,000 for public bealth center construction, 
and $500,000 is needed for temporary construction in the Savannah River Area. 
In addition, a maximum of $7,000,000 for these purposes is needed for areas yet 
to be declared critical defense areas, making a total of $25,000,000. 


Hospital needs by area 


Esti- — Esti- sae 
Area mated bed Area mated | "ona 
ved bed 
influx a influx ; 
need need 

Arizona: Tucson ! 34, 784 15 Kentucky: 

Alabama Paducah 6, 000 24 
Camp Rucker 19, 300 6 Camp Breckenridge 9, 500 38 
Anniston 17, 600 61 Maryland: Patuxent 5, 000 20 

California Missouri: Fort Leonard Wood ! 15, 000 15 
San Diego 75, 000 194 Nevada: Yerrington 2 000 25 
Camp Cooke-Camp Roberts 21, 100 30 New Mexico: Carlsbad-Artesia 7. 000 14 
Oxnard-Port Hueneme 8, 200 15 || North Carolina: Camp Lejeune 11, 000 28 
Inyokern-China Lake Ridge- Pennsylvania: 

crest 4, 000 15 Bucks County 35, 000 100 

Connecticut: New London-Water- Allentown-Bethlehem 11, 000 2] 

ford ! 5, O00 14 South Carolina: Savannah River 15, 000 40 

Delaware: Dover 7, 000 16 Wisconsin: Camp McCoy 11, 800 24 

Florida: Cocoa-Melbourne &, 000 16 Alaska: Anchorag¢ 14, 000 56 

Kansas: Wichita 50, 000 125 - 

Total 952 


Federally assisted with Hill-Burton funds 
? This plus 20-bed hospital which can be provided by Hill-Burton will suffice 


Senator Dirksen. How is it estimated that by June 30, 1953, 
another 190 localities will be added to the list? Has the list already 
been prepared? Is it certain that they will be added to the critical 
area list? 

Mr. Fotry. No, Senator; it is not certain. As I have indicated 
earlier, the problem of designation of critical defense areas and the 
programing therefor is very difficult to predict with any exactitude 
because of the phasing out of the defense program presently, and the 
possible necessity to abandon the phasing-out program at some time in 
thefuture. These are the best estimates we have beenable tomake from 
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information gathered all over the country by our field forces, and 
given to us also by the military—many of these are military areas 
and the best judgment that can be had on the impact of the procure- 
ment program in the industrial areas. It is, we believe, presently a 
conservative estimate. 

Senator Dirksen. The reason, Mr. Foley, | am curious about that 
figure of 350 is this: If I remember the census tables are roughly 
what—66 or 70 cities in the United States with populations in excess 
of 100,000. So that a lst of 350 localities would embrace roughly 
about 300 more than the metropolitan areas of the country, and I am 
wondering to what extent, if any, some of these communities want to 
put their burdens upon the Federal Government if they can. 1 know 
that you will be on the alert for that, of course, but it seems like an 
inordinately large number. At the time the legislation was enacted 
I had no notion that the number of designated areas would ever 
reach 350. 

Mr. Fouery. If I understand your point correctly, Senator—and 
please correct me if I do not—you are referring to the small number 
of the larger communities of the country. Well, by and large, those 
areas are not being declared critical defense areas. There is some 
pressure for them from some quarters. Some parts of metropolitan 
areas have been and probably will have to be—the larger metro- 
politan areas. I think of one, for instance, the Gary area outside of 
Chicago. By and large they are the smaller areas because of the 
dispersion of the operation. 

(The following was submitted with reference to the above: 


34 Standard metropolitan areas which include critical defense housir q areas 


(CDH A)—May 4, 1952 


Pr il 
Standard ems Comment Defense ; 
politan area 
llentown-Beth- | Allentown-Bethlehem CDHA in- | Bethlehem Steel M Western Elec- 1, 000 
lehem, Pa. cludes all of 2 of the 3 counties tric Co., Ingersoll-Rand Co., Lel 
in the standard metropolitan Foundry, Mack Truck ¢ 
irea and a portion of the third 
county, Warren County. 
Atlanta, Ga... Marietta CDHA includes all of | Lockheed Aircraft Corp obt 1, 000 
Cobb County, 1 of the 3 coun AFB 
ties of this standard metropoli- 
tan area 
Augusta, Ga .. Forms a portion of the Savannah Atomic Energy Com n, Augusta } O50 
River CDHA Arsenal, Camp Gordon 
Baltimore, Md Fort Meade-Laurel CDHA con- | Fort Mead 100 
sists of portion of Anne Arundel 
County, which is part of this 
standard metropolitan area 
Boston, Mass Bedford CDHA consisting of por- | Air Force Cambridge Research Cen- 100 
tions of Middlesex County is ter 
within this standard metropoli- 
tar area. 
Bridgeport, Conn.) Bridgeport CDHA consisting of | Aluminum Co Arm , AVCO 1.000 
portions of Fairfield and New Bridgeport Ly di t 
Haven Courties is within this Bridgeport Brass Ce fallard (¢ 
standard metropolitan area General Electric Co., Nord 
strument Co., Manning, M 
Moore, Remingtor Arn ( 
United Alireraft, Sikorsky d : 
Casco Products ¢ p.. B Cc 
Charleston, 8. C Charleston CDHA ecnsisting of | Charleston AFB, United States N 20 
portions of Charleston and Dor base and related installations, U. 3 
chester counties is partly within Army ordnance depot, U.S. Ar 
this standard metropolitan area boat storage basi 
A standard metropolitan area contained at least one city of 50,000 or mor n 1950. In get il, ea 
standard metropolitan area comprises the county containing the city, and any other contiguous ntic 
which are deemed to be closely economically integrated with that city In 1950, there were 168 st 


metropolitan areas in the continentai United States. 


ITATTCINTIO alm AW 102090 41q) 








HOUSING ACT OF 1952 


34 Standard metropolitan areas which include critical defense housing areas 
(CDH A)—May 5, 1952 —Continued 


Standard metro- 
politan area 


Chicago, Tl 


Chicago, Hl - 


Columbus, Ga 


Davenport, Iowa- 
Rock Island, Ml. 


Dayton, Ohio 


Fall River, Mass 


Indianapolis, Ind 


Kansas City, 
Kans, and Mo. 


Lar io, Tex 


Lorain-Elyria, 
Ohio. 


New York-north- 
eastern New 
Jersey. 


Comment 


Gary-Hammond-East Chicago, 
Ind., CDHA consisting of por- 
tions of Lake County, Ind., is 
within this standard metro- 
politan area 


The Joliet-Braidwood C DHA con- 
sisting of portions of Cook and 
Will Counties lies within this 
standard metropolitan area 

Fort Benning C DHA includes two 
of the three counties comprising 
this standard metropolitan area 
and a portion of the third coun- 
ty, Russell County, Ala. 

Quad Cities CDHA is coterminus 
with the definition of this stand- 
ard metropolitan area. 


Wright-Patterson AFB CDHA is 
coterminus with definition of 
this standard metropolitan area. 


Newport, R. I. CDHA which in- 


cludes a portion of Newport 
County lies partly in this stand- 
ard metropolitan area. 

Comprises bulk of the Hartford 
CDHA 


Standard metropolitan area is a 
portion of Indianapolis CDHA, 


Lawrence-Olathe, Kans, CDHA 
includes portions of Johnson 
and Wyandotte Counties in- 
cluded in this standard metro- 
politan area and a portion of 
Douglas County outside of the 
Kansas City metropolitan area. 

Laredo CDHA encompasses a 10- 
mile radius from the adminis- 
tration building of the Laredo 
AFB, 

The Lorain-Elyria defense housing 
area is coterminus with the 
standard metropolitan area, 


A portion of the Lancaster defense 
housing area which includes 
parts of Los Angeles County is 
within this standard metropol- 
itan area. 

Warner-Robins defense housing 
area consisting of Houston 
County is within this standard 
metropolitan area. 

Morris County, N. J. is the Dover- 
Denville CDHA. 


Defense activities 


American Stee] Foundry (cast armor 
plate), United States Steel Co., 
Gary Works, Inland Steel Co., 
Youngstown Sheet and Tube Co., 
Standard Oil Co., General Ameri- 
ean Air Coach, General American 
Transportation, Combustion Engi- 
neering, the Budd Co., American 
Bridge Co., United States Steel 
Co., sheet and tin plant, Cities 
Service Oil Co., Sinclair Refining 
Co., Standard Steel, 

Ordnance Ammunition Center, Joliet 
Arsenal, United States Rubber Co. 


Fort Benning, Lawson AFB 


Rock Island Arsenal, Aluminum Co. 
of America, Oscar Mayer Packing 
Co., Bendix Aviation Corp., J. I. 
Case Co., Riverside Foundry, Dav- 
enport Besler. 

Wright-Patterson AFB 


All naval installations and naval forces 
based at Newport. 


United Aircraft Corp., Niles-Bement- 
Pond Co., Colt’s Manufacturing 
Co., Arrow-Hart & Hegman Elec- 
tric Co., Veeder Root, Inc. 

Army Finance Center, Fort Benjamin 
Harrison, Army Infirmary, Indiana 
Military District, Adjutant General 
School, Army Finance Center 
School, United States naval ord- 
nance plant, Allison division of 
General Motors, Indiana Gear Co., 
Marmon-Herrington, Stewart War- 
ner Co., Kingan & Co., Bridgeport 
Brass Co., Cornell Dubilier Co., 
Link Belt Co., Merz Engineering 
Co. 

Sunflower Ordnance, Olathe Naval 
Air Station 


Laredo AFB 


National Tube Co., American Ship- 
building Co., Fruehauf Trailer Co., 
Thew Shovel Co., American Stove 
Co., B. F. Goodrich Chemical Co., 
Bendix-Westinghouse Co, 

Edwards AFB, Lockheed Aircraft 
Corp., National Advisory Commit- 
tee for Aeronautics, Mojave Navy 
Air Field. 


Robins AFB 


Warren Foundry & Pipe Corp., Alan 
Wood Steel Co., Richard Ore Co., 
Reaction Motors Co., Picatinny 
Arsenal, Naval Rocket Test Station, 
Aircraft Radio Corp., United States 
Hammered Piston Ring Co. 


Program- 
ed defense 
housing 
(private) 


Units 
J 


200 


100 


750 


2, 000 


to 


1, 000 


2, 000 


1, 000 


250 


500 


200 


200 


500 





1s 


rogram- 
| defense 
lousing 

orivate) 


Units 


3th) 


200 


100 


2, 000 


1, 000 


2, 000 


1, 000 


250 


500 


200 


200 


500 
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34 Standard metropolitan areas which include critical defense housing areas 
(CDH A)—May 5, 1952 —Continued 


Program- 

Comment Defense activitic ed defense 
: housing 

(private) 


Standard metro- 
politan area 




















t , 
New York-north- | A portion of Middlesex County, | Camp Kilmer, Studebaker Corp., 250 
eastern New N.J. comprises the New Bruns- Westinghouse wick Ordnance 
Jersey. wick-Perth Amboy CDHA, Corp., Raritan J 
Norfolk-Ports- | The entire standard metropolitan | Armed Forces ll math ; 300 
mouth, Va. area comprises the Norfolk- Hampton Roads 
Portsmouth CDHA 
Orlando, Fla The CDHA includes all of Orange | Orlando AFB, Puricastle AFB 200) 
County (the metropolitan area 
and part of Osceola County. 
Philadelphia, Pa A portion of Bucks County com- United States Steel, Kaiser Metal, 2 50) 
prises the  Bristol-Morrisvillk Hunter Manufacturing Co., Phil 
CDHA Corp., Badenhausen Corp., Rohm 
& Haas Co., Lavelle Aircraft, Bris- 
tol Engineering Ci Cornwell 
Chemical, American Standard Corp 
A portion of Burlington County, | Fort Dix, McGuire AFB, Lakehurst 80H) 
N. J., isneluded in the Ft. Dix Naval Air Stati 
CDHA. 
Pittsburgh, Pa A portion of Beaver County com- Crucible Steel Co., Koppers Co., 3M) 
prises the Midland CDHA Westinghouse Electri Co st 
Joseph Lead Co., MeIntosh Hemp 
hill Co 
Salt Lake, Utah Precinct 4 of Salt Lake County is Tooele Ordnance Depot, 20 
included in the Tooele, Utat Chemical I 
CDHA,. Ground, 
Internatio 
Co., Hows 
San Bernardino, | Barstow Township and the area | Camp Irwin, $25 
Calif within the U. 8S. Marine Corps depot, A 
Depot Military Reservation 
constitute the Barstow CDHA, 
frona Township comprises the | American Potash & Chet | Corp 70 
Trona CDHA, West End Chemi ’ 
Victor Township and Oro Grands George AFB 1350 
Township comprise the Victor- 
vile CDHA 
San Diego, Calif That part of San Diego County All military and t Staliations, 1, SO 
lying west of the San Bernardino Consolidated-Vultee A ft Corp 
meridian comprises the San Solar Aircraft C Ryan Aircraf 
Diego CDHA,. Co., Rohr Aircraft C 
San Francisco- lrownships 5, 6, 8, 9, 13, 16, and 17 | Camp Stoneman, Unit 40 
Oakland, Calif. in Contra Costa County com- magazine, Columbia Steel Co., She 
prise the Pittsburg-Camp Stone- Chemical Co., Dow Che ul Ox 
man CDHA, General Chemical C Shiy 
yara 
Eden, Murray, and Pleasanton | Parks AFB, California Research and 10) 
Townships in Alameda County Development ¢ 
comprise the Pleasanton-Liver- 
more-Hayward CDHA 
All of Solano County is a critical fravis AFB, Mare Island Na OM 
defense housing area Shipyard, Ber Ars 
lopeka, Kans Shawnee County is the Topeka | Forbes AFB, Air Force specialized 1, 050 
CDHA. depot, Headquarters, Kansas Mil 
tary District 
tica-Rome, N. Y_| Oneida County and the towns of | Griffis AFB, General Electric, Bendix HM 
Schuyler, Frankfort, Litchfield, Aviation, Utica Drop Forge Co., 
’ and Newport in Herkimer Revere Copper & Brass, Rome 
County comprise the Utica- Cable Corp. 
Rome CDHA. 
Washington, D.C_| Districts 10 and 14 of Prince | Fort Meade 1000 
Georges County, Md., are in 
cluded in the Fort Meade- 
Laurel CDHA, 
Wichita, Kans Sedgwick County is the Wichita | Boeing Aircraft Co., Bee¢ Aircraft 2, 300 
CDHA Co., C 1 Aircraft Co., Swallow 
Aircraft Co., Wichita AFB, 
other it prod 1 mii 
tary installatio 
Wichita Falls, | Wichita County is the Wichita | Sheppard AFB 200 


Tex. Falls CDHA. 


Note.—It will be seen from the above listing that 34 standard metropolitan areas, in whole or in part, 
have been designated critical defense housing areas. At this time it is not possible to state how many 
additional metropolitan areas will be included in the 160 areas which it is estimated will be designated in 
fiscal 1953. Because of the “stretch out” of defense production it is likely that fewer predominantly indus 
trial areas included in the 168 metropolitan areas will be designated than w ipated before the change 
in defense production schedules. It is largely for this reason that the estimates of the number of areas to be 
designated in fiseal 1953 and the number of private housing units to be programed in these areas have been 


reduced 
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Mr. Fotry. The 350 figure, while it sounds large, should be com- 
pared with the number of areas that were declared, for instance, in 
World War I], and my memory is that ran into a few thousand. 

Is that correct? 

Mr. Youna. Approximately 1,500. 

The CHarrMan. 1,500. 

Mr. Fotry. So this is a much more restricted program in that sense. 

Mr. Firzparrick. Senator Dirksen, the original estimates last fall 
were that 250 areas would be declared by June 30 of this year, and 
that figure has now been reduced to 190, of which 175 ” ave already 
been declared, leaving 15 for the balance of this fiscal ve: 

The original figures last fall for the next fiscal year were 250 more, 
which has been reduced down to 160. 

The CuarrMan. For the record, where do you get those estimates? 

Mr. Fotry. As I said earlier, from the best judgment we can make 
and from the military and procurement people, as to what is going to 
be the impact (1) of the military personnel; and (2) of the industrial 
requirements over that period of time. 

The CHarrmMan. In other words, then, you get it from the Joint 
Chiefs of Staff or the Secretaries of the Armed Forces. 

From whom do you get the industrial—Mr. Fleischmann? 

Mr. Forey. We ought to point out, perhaps, since this committee 
may not all have been familiar with it, what the set-up is for the 
declaration of critical areas 

The Cuarrman. The committee is familiar with it, but we want it 
in the record. 

Mr. Fotry. The finding is not made by the Housing and Home 
Finance Agency, Senator. 

The CHainmMan. That is right. 

Mr. Foury. It is made by an interagency committee of which we 
are a part, and in which the other affected agencies—Manpower, 
Defense, and so on—are a part. It is based upon findings of all of the 
affected agencies brought together and studied, and a decision made as 
to a recommendation, which is then made to the Director of Defense 
Mobilization and/or to the Secretary of Defense. So it is not a single 
agency finding. 

I think I ean say that up to this time—and I know of no reason for 
change—the decisions of that committee have been quite conserva- 
tively sound. 

Senator Dirksen. The list of 190, however, is not available for 
inclusion in the record? 

Mr. Fouey. It is not available completely. We could probably 
give—although I would perhaps hesitate without authority to give 
for publication because of possible security involved—a list of those 
that we think may be in prospect. But 1 think a showing to inform 
you reasonably well can be made, Senator. 

The CHairman. Off the record. 

(Discussion off the record.) 

Mr. Fo.try. Estimates we have made in connection with these 154 
areas are based upon the assumption that these areas will contain a 
smaller number of communities and that a smaller amount of assistance 
per area will be required than the experience reflected in connection 
with the applications received. Therefore, the average amount of 
HHFA assistance required per area for these 154 areas was estimated 
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at $500,000 as contrasted with the $1 million HHFA assistance per 
area in the case of the first 36 areas. This would require an additional 
$77 million authorization. 

The total amount of authorization thus required for HHFA assist- 
ance on defense community facilities for all areas would be $113 million. 

In the case of applications covering HHFA assistance for water 
and sewer lines, experience in connection with applications received 
indicates that assistance is also required from the Federal Security 
Agency. That agency, acting through the United States Publie 
Health Service, is responsible under the law for aiding water and 
sewer treatment plants as distinguished from the water and sewer 
lines. The amount of this assistance which past experience has shown 
to be required from the F ederi il Security Agency is in a ratio of about 

3 percent of the amount of HHFA assistance required. About 80 
seneaial of the applications for HHFA assistance received relate to 
water and sewer lines. This would mean that about $90 million of 
the $113 million total required HHFA assistance would be for water 
and sewer lines, and that FSA assistance for the related sewage and 
water treatment facilities would be about $30 million. In addition 
it is estimated that FSA assistance for grants for hospitals would be 
required in an amount of approximately $25 million. This would 
bring FSA requirements to a total of about $55 million. 

Combining the $113 million required for HHFA assistance for 
defense community facilities and the $55 million required for the 
Federal Security Agency, the total re quired authorization for defense 
community facilities under title IIT of the Defense Housing Act of 1951 
would be $168 million. Rounding this down to a total authorization 
of $160 million, the present authorization of $60 million should there- 
fore, in our judgment, be increased by $100 million, as is proposed 
by section 4 of the bill 

I would like to say this before I leave that subject: 

As we in the agency construe the language of the act of last vear 
and the legislative history, we have an obligation to make sure that 
such funds as are made available by loan, or particularly grant, are 
funds necessary to a local community to meet the impact occasioned 
by defense, not to meet a hold-over of normal need developed in the 
past, nor of such size as to be in fact providing for what might be 
their normal growth needs of the future. 

That is a difficult thing to ascertain both for the ageney and for the 
community. It explains why we have been slower than 1 would like 
to be in the approvals that we have granted thus far. But we have 
developed, I think, a technique and procedure, and educated our staff. 
We are handicapped further by the inadequacy of staff, T think, for 
all of these tasks, but we have developed so that we believe we can 
comply with those requirements of the law and still move with some- 
what greater speed in the future. 

Federally provided defense housing: Section 4 of the bill would 
increase the authorization for federally provided defense housing now 
contained in title ITI of the 1951 Defense Housing Act from $50 
million to $250 million. 

Under that title, as vour committee of course knows, temporary 
defense housing which is suitable for reuse in other locations may be 
provided by the Federal Government in critical defense housing areas 
when needed to serve in-migrant defense workers or military personne! 
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Permanent type public housing may also be provided for this purpose, 
but only after private enterprise has first been given the opportunity 
for at least 90 days to indicate—by filing applications for special aids 
available for building programed permanent housing—that it will 
meet all or part of the need for permanent units in the defense locality. 
The $50 million authorization now provided by the title covers both 
temporary and permanent defense housing. 

Except for a small reserve the $25 million which has so far been 
appropriated for defense housing has been obligated. These limited 
funds could meet only a fraction of the need which has developed, 
and it was accordingly decided to utilize the funds to provide the 
greatest possible measure of relief by using the least expensive means 
and concentrating on the most difficult situations. The sum of $20 
million of the $25 million appropriation was set aside for use at 
installations of the armed services in accordance with determinations 
by the Secretary of Defense as to the most pressing military needs. 
In some areas provision has also been made for housing industrial 
workers engaged in activities directly related to the national defense. 

The CuarrMan. There again I wish you would put those provisions 
in the record so the Senators will know. 

Mr. Foutrey. We can furnish for the record, of course, the locations, 
the type of housing and other information in connection with that 
$25 million. 

(The information referred to follows:) 


Issignments for public defense housing construction made to the 


Public Housing 
Administration under Public Law 139, May 8, 1952 


Number and type of 
dwelling assigned 








Con- Amount 
Area Defense activity Port — of assign- 
able Trail- Li a ment 
family — aoe Total 
wer Act 
— hous- 
ing 
Alabama: Camp Rucker Camp Rucker 210 100 310 $1, 382, 000 
California: 
Barstow Marine Corps supply depot 60 60) 213, 000 
Marysville and Yuba City Beale Air Force Base 250 250 
Pleasanton and Livermore Parks Air Force Base 250 250 
San Diego ; Camp Pendleton and all other 450) 450) 1, 
naval installations in the 
San Diego area. 
Connecticut: New London Electric Boat Co., United 200 200 1,040, 000 
States naval submarine 
base. 
Kk lorida 
Green Cove Springs United States naval station 60 60) = 213, 000 
Key West | All naval activities 100 100 355, 000 
{daho: Mountain Home Mountain Home Air Fores 400 400 2, 080, 000 
Base 
Indiana: Camp Atterbury Cp Atterbury 190 190 988, 000 
Kansas 
Topeka Forbes Air Force Base. 20) 250 887, 500 
Wichita Boeing, Beech, Cessna, and 300 300) 1, 065, 000 
Swallow Aircraft Co., and 
Louisiana Wichita Air Force Base. 
Camp Polk Camp Polk... 190 280 470, 1, 982, 000 
Lake Charles Lake Charles Air Force Base 250 250 887, 500 
Maine: Presque Isle and Limestone.| Presque Isle Air Force Base 300 300 1, 560, 000 
and Limestone Air Force 
Base. 
Maryland: Bainbridge and Elkton .| Bainbridge Naval Training 60 60) = 213, 000 


School. 
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, 382, 000 


213, 000 
S887, 500 
S87, 500 
597, 500 


, 040, 000 


213, 000 
355, 000 
, OS, OOO 
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887, 500 
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Assignments for public defense housing construction made to the Public Housing 
Administration under Public Law 139, May 8, 1952—Continued 


Nu DD ana p of 
velling 1 
( 
- Al 
Area Defense activity Port rf 
fami , Lat I a! 
iwel ‘ 
Missouri: Fort Leonard Wood Fort Leonard Wood 5 350 $1, 242. 5 
North Carolina: Camp Lejeune Camp Lejeune and Cherry ) 
Point Marine Corps A 
Station 
Texas: Mineral Wells Wolters Air Foree Basi 
Virginia 
Camp Pickett Camp Pickett 2 } 1. 382. OOF 
Newport News Newport News Shipbuilding { 1, 4° 0 
& Drydock Co 
Norfolk and Portsmouth Armed Forces installation 2 
the yuth i Ha 
Ro 
Quantico Marine Corps School 
Weshington: Bremerton Pucet Sound N ivy Y are 9 
Bremert N 1 A 
nition Depot 
Bangor ul A nu 
Depe 
Key | t Na ; pe 
Wisconsin: Baraboo Badger ordnance work "9 0 M 
rota] assigned to PHA Q } { 44 
Administrative expense allocatior 
1952 
19 } 
) 
Available for procurement of demountable u 10 
Reserve for contingencies 240, 560 
f, 


lotal appropriation for publie defer 


The CHarrMan. What about the $200 million that you are asking 
for? 

Mr. Fo.tny. The authorization for $200 million is, of course, based 
upon our estimates of probable need. I might go on briefly with that, 
if you will. 

Assignments which have been made for 26 acreas in 16 States out 
the $25 million, total 6,700 housing units, all temporary, for occu- 
pancy by Armed Forces personnel and essential defense workers. 
This total includes over 3,8000 trailers, over 1,900 portable dwellings 
and about 1,000 temporary Lanham Act units rehabilitated or con- 
verted. The estimated average cost per housing unit is about $3,600. 
For trailers the average is about $3,550, for portable dwellings about 
$5,200, and for rehabilitated or converted Lanham Act units about $650. 

An illustration of the kind of condition which has been dealt with 
may be furnished by the case of Camp Lejeune, N. C., where the 
Senate Preparedness Subcommittee in 1951 reported an over-all mili- 
tary housing requirement of 14,999 units as against an on-post supply 
of 1,566 units. Public housing which could be assigned out of avail- 
able appropriated funds to this area upon the recommendation of the 
Secretary of Defense amounted to only 260 trailers to serve both 
Camp Lejeune and the Cherry Point Marine Corps Air Station. 


ot 
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Similarly, at Camp Polk, La., where the Senate subcommittee esti- 
mated a need for about 3,600 units and where the demand is almost 
exclusively temporary, only 470 temporary public housing units 
could be assigned to the area, 

Temporary defense housing to date has. as stated before, been allo- 
cated to 26 areas in 16 States. If funds had been available, alloca 
tions, on the basis of heeds made known to us, could have been made 
by last February 15 to a total of over 80 areas in 32 States. In these 
critical defense housing areas, the defense activities to be served are 
military installations op private defense industry, or a combination of 
both. Military installations include air bases. training camps, navy 
yards, arsenals, ordnance plants, supply and ammunition depots, 
ordnance testing stations, ordnance and aircraft facilities, service 
schools. forwarding depots, ports of embarkation, and communica- 
tions facilities, The private defense Industries include shipyards, 
aircraft assembly plants and aircraft component plants, railroad port 
facilities, power production, copper and cobalt mines and smelting 
facilities, and other similar types of defense industry. These defense 
activities are ty pical of those to be served by the housing program. 

As of March 31. 1952, 160 localities had been officially declared to 
be critical defense housing areas: 15 more areas have been declared 
since then, and it is expected that a total of 199 localities will be 
declared evitieal defense housing areas by June 30, 1959. By June 
00, 1953, the expected total is 350. To gage the prospective Impact 
Of defense jn migration from how through fiscal] 1953. preliminary 
Surveys were made of 150 critica] defense housing areas. After allow- 
ing for the supply of housing whieh js expected to be made availabh: 
to in-migrant defense Personnel from all sources other than public 
defense housing, and after allowing for the public defense housing 
Units assigned in such areas from the $25 million previously appropri 
ated, the total public defense housing deficit among the areas surveyed 
was estimated to be about 70,000 units, of which about 48,000 were 
considered most u gently needed. 

[n order to keep the estimate of the public housine need down to 
this minimum figure, liberal estimates were made of the number of 
vacancies which may become available to in-migrant defense personne! 
IN existing housing and in ney private housing, including programed 
defense housing, Maybank-Wherry Act military housing, and also 
in new housine subject to credit controls built outside the program, 

On the basis of the 48,000 units estimated for the 150 areas sur- 
veyed, it is further estimated that the other 200 critical defense hous- 
ing areas which we expect will have been declared by June 30, 1953. will 
bring the minimum public defense housing need to between 75,000 
and 80,000 units. This figure would be much higher if it were based 
solely on the numerical relationship of units per area. However. the 
lower estimate was made because it is expected that the localities to 
be designated as critical defense housing areas in the future will be 
made up to a considerable extent of smaller communities where the 
defense activities are more specialized and of lesser size, and that the 
housing programs for these areas will therefore be smaller. 

It is expected that the iverage cost per unit of the housing to be 
provided will be materially higher than under the first $25 million 
appropriation. It js anticipated that trailers and minimum-size 
portable dwellings will not be used to the same extent that they have 
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been under the very limited initial emergency program. A considerable 
number of the dwellings which are expected to be provided where the 
need is temporary will be demountable houses, designed for long-term 
use after removal from the original defense sites. Such housing, while 
more economical in the long run because of its longer life and its 
salability, is of course more costly initially. Also, some of the houses 
to be provided in the future may, in accordance with authority con- 
tained in the legislation, consist of conventional permanent dwellings. 

Even assuming that the average unit cost can be kept as low as 
$5,200, the 75 to SO thousand units would require an additional 


authorization of about $400 million. An additional authorization 
under title II] for about 50 percent of this amount. or $200 million, 
would, we believe, be adequate nt this time Such an additional 


authorization, as proposed by section 4 of the bill, would permit the 
necessary program to go forward on the basis of fair Nation-wide 
allocations to meet urgent defense needs. A further reexamination 
of total program needs could be made by the Eighty-third Congress 
and of course further examination of the continuing validity of the 
above estimates would be made as appropriations are requested under 
the increased authorizations 

I might point out, if it was not apparent as we went through that, 
the emphasis is almost entirely upon temporary and demountable 
movable housing rather than permanent housing of the conventional 
type. 

Senator Dirksen. To what extent have private builders filed under 
the 90-day clause? 

Mr. Fotey. The private builders, the builders themselves, have 
riven everv evidence, Senator, of a desire to build all the programed 
housing. That is evidenced by the fact they have, in total, over- 
subseribed by about 200 percent the programs issued. The programs 
issued, of course, Were geared in price range and type for rent, for sale, 
or to be held temporarily for rent, as against the information given us 
as to the income levels of the in-migrant defense workers 

The problem is not presently the readiness « 
that permanent housing. As pointed out earlier, the problem is 
fins inc ing presently, and ‘that we have covered in our other sections. 

sut the problem we are dealing with here, Senator Dirksen, is where 
the need is temporary —where the mi lite arv, for instance, are unable 
to say, “This is a permanent post” or “This amount of need is per- 
manent. 

We have found no basis on which private operators can go in on an 
economical basis and provide that kind of housing where the need 1s so 
temporary that they cannot amortize out. That, in my opinion, is 
the type of problem that these provisions of last year’s act and of this 
are intended to cover. 

Senator Dirksen. Are these standard trailers vou buy for this 
purpose? 

Mr. Fotey. They were standard trailers, yes, Senator, and we buy 
them, of course, on bidding. 

Generally speaking, particularly for military uses, the — is 
far from a satisfactory provision. We used them in this case partly 
because we could get them fairly fast and partly iodanae 
available were so small that, vou see, we could only produce six or 
seven thousand units, and we felt that we had to get as much fast 


»f builders to build 
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relief for as many families as we could. But generally speaking, 
I think the trailer, particularly for military areas, is less acceptable 
particularly to the military, and in some areas of the country, of course, 
it is not suitable. 

Senator Dirksen. How much of a shift do you get in working 
population in areas that are served by trailers? 

Mr. Foury. It is a little difficult for me to answer that question 
from memory. I can only say, Senator, I think that generally the 
percentage of shift is greater where the workers are unsatisfied, un- 
happy with their housing conditions. It has to be admitted and 
pointed out, however, that by choice, a great many people use the 
trailer, but they do it in that case by choice rather than by compulsion, 
and we find in that situation the turn-over is not so great. 

Senator Dirksen. Do you keep a depreciation account on trailers? 

Mr. Fotry. We do. We are trying to maintain a very definite 
accounting on that whole situation. 

Senator Dirksen. Is it high? 

Mr. Foury. | think we will probably find the depreciation account 
on the trailers such as we have been acquiring in this situation while 
it is high, will be less than the depreciation on the type of trailers 
that generally were used in the World War II situation. 

Section 7, Alaska Housing Authorization: 

Under the Alaska Housing Act (Public Law 52, 8Ist Cong.), the 
Housing and Home Finance Administrator is authorized to purchase, 
on a revolving basis, bonds or obligations of the Alaska Housing 
Authority in the amount of $15 million to provide funds for housing 
construction in the Territory. Of this amount, a little under $14 
million has been appropriated and the remaining amount is in a 
pending appropriation bill. However, the full amount of the au- 
thorization is regarded as inadquate to meet the increased activity 
under the Alaska housing program. Section 7 of this bill would 
increase the authorization by $10 million. 

The proceeds of the sale of the bonds are used by the Alaska Hous- 
ing Authority for loans to private industry, secured by mortgages 
and other collateral, to finance housing projects. In the absence of 
available private sponsorship, the proceeds may, in some cases, be 
used for the direct construction of such housing projects by the 
authority. 

To date funds have been committed by the Housing Administrator 
in the purchase of bonds of the Alaska Housing Authority to the 
extent of approximately $13 million. While this has resulted in the 
production of a substantial volume of houses, there still exists an 
acute shortage as reflected in the recent market survey of the Terri- 
tory completed by this Agency. The present authorization would 
not permit financing of housing projects under consideration by the 
Authority on the basis of applications before it. Housing construc- 
tion in the Territory, because of the limited building season, neces- 
sarily takes a longer time than in the States and thus interim funds 
are necessarily invested for a longer period than is true in the States. 
For this reason, even under the most favorable repayment program, 
the need for additional funds is apparent. Unless an additional 
authorization is approved, loan applications now pending to finance 

various housing projects in the Territory will have to be rejected. 
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I believe there is a need for $10 million beyond the present authoriza- 
tion, or an aggregate of $25 million. The Alaska Housing Authority 
has stated that within the past 5 months it has been compelled to 
reject applicants seeking loans substantially in excess of the $10 
million because of the unavail: ibility of funds. 

Section 11, farm housing: Section 11 provides for the continuation 
of the program of loans and grants for farm housing which was author- 
ized by title V of the Housing Act of 1949. The program is admin- 
istered by the Department of Agriculture, and it is my understanding 
that the Secretary of Agriculture is filing a statement with your 
committee regarding the provisions of section 11. Accordingly, | 
have not undertaken to review the section with respect to the tech- 
nical necessity for the extension of present legal authority or with 
respect to the technical adequacy of the section as written. Also, 
the Department of Agriculture is, of course, in a much better position 
than the Housing Agency to report to your committee on the actual 
experience gained by the Department in administering the program 
during the ‘several years it has been in operation. However, I do 
wish, “before concluding my testimony, to discuss briefly the very 
real need for continuing the farm housing program authorized by 
title V of the Housing Act of 1949. 

Title V authorizes the Secretary of Agriculture to extend financial 
assistance in the form of loans and grants to farm owners to enable 
them to construct, improve, or repair farm housing. Loans of up to 
33 years maturity which bear 4-percent interest may be made to 
farmers who are unable to obtain adequate private credit. Similar 
loans, supplemented by modest annual contributions during a 5-year 
period, are also authorized where the farmer is unable to undertake to 
repay the loan in full. The constributions are applied to partial re- 
payment of the loan. This form of aid is authorized only if the farm 
is potentially capable of being improved to a point where it is self- 
sustaining and if an improvement program is actually undertaken. 
In addition, modest loans and grants are authorized to help farm 
families on very poor farms to undertake minor improvements or 
minimum repairs to farm dwellings where necessary to remove hazards 
to the health or safety of the occupants. 

Your committee, in its report on the original legislation, explained 
the necessity for the program of aids to farm housing. Your report 
stressed the fact that seriously substandard housing was to be found 
on our farms as well as in our cities and that an even higher propor- 
tion of farm dwellings than urban dwellings are in bad condition. 
The report also pointed out that a majority of farm homes lack many 
of the amenities considered essential in urban dwellings. 

Finally, your committee referred to the importance of adequate 
housing, not only to the health and welfare of our farm families, but 
also in “creating an environment that will attract and hold to the land 

the people who are best able to utilize our soil resources to meet future 
needs for agricultural products. 

I would like to emphasize that the basic considerations which led 

to the enactment of the original legislation remain valid today. The 
continued need for improving farm housing conditions is made clear 
by preliminary studies of the 1950 census of housing which show that 
one farm home in every five is dilapidated. It is also clear that very 
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many farm families need the type of aid made available by this legisla- 
tion. The Department of Agriculture reports that a very recent 
survey was made, rating farmhouses on a structural basis. Two out 
of every three of the houses which were rated in the lower third were 
located on farms each producing less than $2,000 annually from farm 
crops, livestock, and livestock products. 

This concludes my prepared statement on major provisions of the 
bill. ‘There are, however, other significant sections of the bill, includ- 
ing Ohe Very important provision which would extend basic Federal 
housing laws to the Territory of Guam. As this statement has 
already been rather long, I will, if the committee wishes, file my com- 
ments on the remainder of the bill. 

(The additional statement submitted by Mr. Foley follows: ) 


Section 5—Usre or Existing FEDERALLY OwNED Masonry Houstnc To 
Meret Drrense NEEDS 


Seetion 5 of the bill is a technical amendment to the Defense Housing <Aet 
of 1951. It would permit the Housing Administrator to use masonry temporary 


ousing, built by the Federal Government under the Lanham War Housing Act 
or similar acts, to meet temporary defense needs under title IIT of the 1951 De- 
fense Housing Act. Adequate authority in this regard exists with respect to 
federally owned houses of frame construetion The 1951 act authorizes the 
Housing Administrator to use, for its purposes, any housing under his jurisdic- 
on, but requires that temporary housing be ‘‘eonstructed so as to be available 
for reuse at other locations.’’ This prevents the use of existing masonry construe 


m1 tO meet temporary defense housing needs. 
Because of acute Wartime lumber shortages in particular localities, a number 
of World War II temporary housing projeets were of masonry construction not- 
t = | . 


thstanding the temporary need. It is, of course, desirable that such existing 
tederally owned housing be used, where possible, to meet defer se needs under 
title IIL as it saves the much greater cost of providing new structures. Although 
the number of temporary Lanham Act projects of masonry construction is rela- 
ly mall, there are already eases of vacant masonry projects which could be 
ictivated to pro’ ide the h ) ising Which the Federal Government would other- 


Wise construct to meet temporary housing needs of in-migrant defense workers 


and military personnel in critical defense housing areas. 


SecTion 6—ExXTENSION OF RemMovaL Date FoR TEMPORARY WoRLD War II 
HovusinG 


Section 6 of the bill would amend the Lanham War Housing Act so as to permit 
he President to extend the December 31, 1952, date which is now prescribed in 
section 313 of that act for the removal of certain limited classes of temporary war 
and veterans’ housing under the jurisdiction of the Housing Administrator. 
Authority has already been granted to extend this date with respect to the bulk of 
he temporary war and veterans’ housing, but apparently through inadvertence 
hese limited classes of housing were omitted from that authority. As the law is 

now written, this housing must be removed by December 31, 1952, except where 
the Housing Administrator finds, after consultations with the local communities, 
that it is still needed. All such exceptions would have to be reexamined annually 
and reported to the Congress. The Congress has extended earlier removal dates 
from time to time, the December 31, 1952, date having been established by an 
amendment adopted in April 1950, several months before the outbreak of the 
Korean conflict. 

After the outbreak of the Korean conflict, in order to continue temporary 
housing in use for defense purposes, the Congress enacted section 611 of the Lan- 
ham Act, authorizing the President to extend a number of dates by which tem- 
porary housing must be vacated and either sold or removed. Section 6 of this bill 
would merely include the approaching December 31, 1952, deadline in the au- 
thority now contained in section 611. 
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Under title VI of the National Housing Act, the 


title which provided spe 
mortgage insurance aids for World War II housing and veterans’ | 


housing mortgage may be insured under section 608 of the 
commitment to insured issued by the FHA on application filed on « 
March 1, 1950. Some cases have arisen wher 
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ame project 
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purposes by one-half in Guam in the same manner as such limits may now be 
increased in Alaska. This is essential in view of the high construction costs in 
Guam caused by the necessity of importing all construction materials and by 
the searcity of skilled labor. 

The section would also make available to the Territory programs of the Federal 
National Mortgage Association and the Home Loan Bank Board, including the 
Federal Savings and Loan Insurance Corporation. Finally, miscellaneous pro- 
visions of the Defense Housing Act of 1951 would also be extended to Guam. 

As explained in the report of the survey team, the need for housing on the 
island of Guam is acute. Nearly all housing on Guam was destroyed during 
World War II, and most of the existing houses are of a temporary character and 
rapidly falling into disrepair. Housing conditions among the native population 
are particularly bad. Also, the island contains principal military installations 
of the United States which have been substantially enlarged in recent years. 

There has been an influx of military personnel and civilian employees of the 
Federal Government which has greatly increased the extent and importance of 
the housing problem. Housing conditions constitute a prime factor in recruit- 
ing these employees of the Federal Government and in recruiting personnel for 
the government of Guam itself. The island is the farthest outpost of American- 
owned territory in the Pacific and is becoming a way-station in our trade and 
communications with the Far East. Thus, meeting the housing needs of the 
island is also very important in terms of our national defense. 

The CuarrMan. Thank you, Mr. Foley. As I understand the 
situation now, you have asked that Guam be included. 

Mr. Fotry. That is right, as provided in the bill. 

The CuarrMan. Let me ask you this: Do you think you can get 
people to make loans there? 

Mr. Fouey. I think we will probably have, as we always have had, 
some beginning difficulty in interesting private capital in a new field. 
It is interesting to note that a number of operating builders have 
already indicated interest in going over there. I believe we will 
develop private funds there over a period of time. 

The Cuarrman. Mr. Silverman. 

Mr. Ben Ezra. Mr. Chairman, I would like to state that Mr. 
Silverman was unable to appear and I am appearing in his place. 

The CHarrMAN. Very well. Give your name for the record. 


STATEMENT OF LEON BEN EZRA, ATTORNEY, OFFICE OF 
TERRITORIES, DEPARTMENT OF THE INTERIOR 


Mr. Bren Ezra. My name is Leon Ben Ezra, an attorney in the 
Office of Territories. 

This report is the report of the Office of Territories, the Department 
of the Interior. There was not sufficient time to obtain clearance of 
the Bureau of the Budget of the Department’s report, but it is expected 
that clearance from the Bureau of the Budget will be obtained for the 
Department’s proposed report on this bill in the very near future. 

I could leave this statement for the record. 

The CHarrMan. If there is no objection, the statement will be 
made a part of the record, and, without objection, when you send 
the letter down that will be made a part of the record at the end 
of your oral testimony. 

Mr. Bren Ezra. I just want to say that the Department is very 
much interested in section 10 of the bill which would extend the 
provisions of certain Federal housing statutes to Guam. The reasons 
for it, of course, will be set forth in this report. 

The CHAIRMAN. Yes. 
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Mr. Ben Ezra. In view of the desire to close this initial hearing 
at this time I will just file this. 

The CHAIRMAN. We appreciate that. 

ry » 
(The report referred to follows:) 
OFFICE OF TERRITORIES, 
DEPARTMENT OF THE INTERIOR. 
Hon. Burnet R. MayBank, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

My Dear Senator Maysank: There is now pending before the Senate Com- 
mittee on Banking and Currency 8. 3066, a bill to amend defense housing laws, 
and for other purposes. The Office of Territories, of the Department of the 
Interior is particularly interested 1n section 10 of the bill, which would extend 
certain housing statutes to Guam. It is ot the utmost importance to the Territory 
that the provisions of section 10 be enacted, and I should therefore like to urge 
favorable action by your committee in connection with these provisions, with an 
amendment ss hereinafter indicated. By extending these housing statutes to 
Guam, section 10 would implement three of the recommendations of the Com- 
mission on the Application of Federal Laws to Guam. The Commission, ap- 
pointed by the President pursuant to section 25 (b) of the Orgame Act ot Guam 
(64 Stat. 384, 390, tS U. S. .. 1946 ed., Sup. IV. sec, l 12ic b x reported to the 
Congress on Juty 31, 1951, as to which statutes of the United States not applicable 
to Guam on August 1, 1950, shoula be made applicable (H. Doc. 212, 82d Cong.). 
Included in its report are the recommendations that the National Housing Act, 
the Home Owners’ Loan Act of 1933, and the Federal Home Loan Bank Act be 
made apphcable to Guam. The Commission did not recommend the amendment 
to the Defense Housing and Community Facilities and Services Act of 1951 which 
would be made by subsection (d) of section 10 because the statute was enacted 
after August 1, 1950, and as a consequence the Commission was not empowered 
to make recommendations upon it. Moreover, it did not recommend the clarify- 
ing amendment to the Housing Act of 1948 which would be made by subsection 
(e) of section 10 because such an amendment might affect other Territories, and 
the Commission considered its jurisdiction limited to Guam alone. These two 
amendments, however, are in accordance with the purpose of improving housing 
facilities in Guam, and as such they have the firm support of this Office. 

Inadequate housing constitutes one of the most overwhelming problems cur- 
rently facing the Guamanian people. The devastation of the island during World 
War II, coupled with a threefold population increase since 1939, has created a 
housing crisis which can adequately be alleviated only with Federal assistance. 
Because the increased population is attributable largely to Federal defense activ- 
ity, it would be particularly appropriate for the Federal Government to assume 
a responsibility in meeting the housing problem. 

I should like to submit for your consideration the following amendment to 
section 10 of S. 3066: 

Section 10 (c), page 8, line 12, strike out the period and insert in lieu thereof 
a comma, and add the following: ‘‘and by adding ‘Guam’, after ‘Puerto Rico’, in 
section 3 thereof.” 

Section 3 of the Federal Home Loan Bank Act (47 Stat. 725, 726; 12 U.S. C., 
1946 ed., see. 1423), now provides for the division of ‘‘the continental United 
States, Puerto Rico, the Virgin Islands, and the Territories of Alaska and Hawaii 
into not less than 12 districts’? for administrative purposes. The addition of 
Guam to these areas for administrative purposes would appear to be desirable 


Irwin W. SILVERMAN, 
Chief Counsel, Office of Territories. 

The CuarrmMan. Senator Dirksen, do you have any questions? 

Senator Dirksen. No questions. 

The Cuarrman. I would like to place in the record two letters from 
the Department of Agriculture and a letter from the Atomic Energy 
Commission. Without objection, they will be inserted at this point. 

(The letters referred to follow: ) 


99268—52——-5 
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DEPARTMENT OF AGRICULTURE, 


Washington, D. C., May 5, 1952. ne 
Hon. Burner R. Maypank, “ 
Chairman, Committee on Banking and Currency, ; 
“ore 4 . al 
United States Senate. i 
Dear SENATOR MayBank: In response to an informal request from the staff Ww 
of your committee for our comments on 8. 3066, we are pleased to advise you us 
that the Department of Agriculture favors the enactment of the bill. The first m 
10 sections of the bill relate to functions of the Housing and Home Finance 
Agency. Section 11 would provide authority for appropriations for carrying out eC 
title V of the Housing Act of 1949 on and after July 1, 1953. This section ac- H 
complishes the same purposes as the provisions of 8. 2839, upon which this n 
Department has filed with your committee a favorable report. tc 
In view of the limited time before the scheduled hearings on 8. 3066, a state- tr 
ment concerning the administration of the program of financial assistance for farm ce 
housing and other farm buildings by the Farmers Home Administration pursuant sl 
to title V of the Housing Act of 1949 and the continued need for such assistance se 
in the future will follow as a separate document. 
The Bureau of the Budget has no objection to the submission of this report. hi 
Sincerely yours, w 
CHARLES F, BRANNAN, m 
Secretary. al 
GENERAL STATEMENT ON SECTION 11 oF 8S. 3066 ol 
Title V of the Housing Act of 1949 authorized farm housing loans to farm re 
owners to enable them to build, remodel, or repair their homes and other farm al 
buildings. Section 511 of this title provided the basic authorization for annual re 
appropriations of specified amounts for four fiscal years, beginning July 1, 1949, th 
and ending June 30, 1953. There is no provision for loan appropriations after the al 
1953 fiscal vear. re 
Section II of 8S. 3066 would extend and place on a permanent basis the basic 2 
farm housing appropriation authorities of title V of the Housing Act of 1949. ve 
The proposed bill provides that the amounts to be appropriated for farm housing di 
purposes will be determined each year by annual appropriations by the Congress 
The appropriations authorized by title V of the Housing Act of 1949 aggregate ill 
$275,000,000 for the first 4 years. Although $165,000,000 was authorized for the al 
1950, 1951, and 1952 fiscal vears, less than $65,000,000 has been made available ne 
during these years. Of the $110,000,000 authorized for the 1953 fiscal year only of 
$19,000,000 is provided for in the pending appropriation bill. On March 31, in 
1952, when practically all of our funds had been committed, the Farmers Home 1 
Administration had on hand 9,293 unprocessed applications for farm housing 
loans and additional applications were being received at the rate of 1,400 per ol 
month. About 40 percent of the applications are made by veterans. he 
Farm housing loans have proved to be an effective means whereby owners of th 
farms with dilapidated, inadequate housing facilities can provide their families and Ww 
the families of their tenants and laborers with decent, safe, and sanitary housing ne 
accommodations. Through December 31, 1951, farm housing loans have been pr 
used to finance 5,687 new farm homes and to repair and modernize 4,522 addi- cr 


tional farm dwellings. During the 1951 fiscal vear approximately 60 percent of 
the farm housing funds were used to build new homes and 18 percent to repair and 
modernize farm homes. New farm homes were built last year at an average cash 
cost of $6,073. This low cost is largely a result of borrowers making extensive 
use of salvage and locally produced materials and utilizing a substantial amount 
of family labor to do the construction work. Consequently, there is little compe- H 
tition from this operation for labor and materials used in commercial construction 
and in the mobilization effort. 

In addition to providing a means whereby poorly housed farm families can 
obtain decent, safe, and sanitary homes, the farm housing program also con- bi 
tributes significantly in helping farm families achieve stability on their farms and fa 
make a maximum contribution to the defense effort. More specifically, the 
farm housing program offers an opportunity to farm owners to finance the con- he 
struction or alteration of necessary service buildings in order to adapt these (I 
production facilities to the changing requirements of modern agriculture and the ar 
changing building improvements that may be associated with shifts in produc- Oo! 
tion patterns necessitated by the defense effort. The authority to finance the pl 
construction and repair of essential production and storage facilities on the pr 
farm also offers an opportunity to utilize more efficiently the labor and land 
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resources of underemploved farm families whose credit needs are not met by 
other sources. During the 1951 fiscal year, 21 percent of the funds loaned were 
used for the construction, modernization or repair of farm service buildings 
and farmstead water systems. With these funds 2,611 new farm service build- 
ings were constructed, 1,256 buildings were repaired and 1,996 water systems 


iT were installed or repaired. The remaining 1 percent of the funds loaned were 
u used for land development and purchase loans, primarily in connection with loans 
t made under section 503 authorities. 

e In order to assure that farm housing funds will be used to make a maximum 
it contribution to the mobilization program, the lending policies of the Farmers 
= Home Administration are being directed toward meeting the critical building 
is needs of those farm families who are in a position to contribute significantly 


to our market supply of agricultural commodities. The Farmers Home Adminis- 
- tration has also adopted the policy of not using farm housing funds to finance 


n construction of any dwelling or other farm building that is not essential to the 
t successful operation of the farm or that’ exceeds the requirements for decent, 
e safe, and sanitary housing or adequate farm buildings in the locality. 


That families who receive farm housing loans are able to pay for their better 
homes is demonstrated by their repayment records. Of the 10,223 borrowers 
who had payments due on December 31, 1951, 96 percent had paid as much or 
more than was due on their loans. One-fourth of the borrowers had made 
ahead-of-schedule payments averaging $156. Only 4 percent were delinquent 
on their installments due December 31, 1951. 

Farm housing loans for dwelling construction purposes are subject to the credit 


n restrictions established under the authority of the Defense Production Act of 1950 
n and the President’s Executive Order No. 10161, dated September 9, 1950. These 
al restrictions, which are substantially the same as the credit restrictions issued by 
, the Federal Housing Administration and the Veterans’ Administration, limit the 
le amount that can be loaned to a specified percentage of the cost of, construction, 
repair, or improvement. The maximum amortization period is also reduced to 
1c 20 years for loans including more than $12,000 for dwelling purposes, and to 25 
4. years for loans that include more than $2,500 but not more than $12,000 for the 
ig dwelling. 
S A widespread need continues to exist for better housing on farms. This is 
Le illustrated by a preliminary report of the 1950 census of housing which shows that 
le almost 21 percent of our farmhouses are in such a dilapidated condition that they 
le need major repairs or else need to be replaced. In contrast, less than 6 percent 
iV of the urban homes were classified as dilapidated. Of 23,425,000 persons living 
L, in the 5,894,000 occupied farmhouses many were overcrowded. In fact, almost 
1€ 10 percent of the occupied farmhouses averaged more than 1% persons per room 
ig Further evidence of the extensive need for improvement in the housing facilities 
Pr on farms is given in a recent report on the structural level and condition of farm- 
houses, prepared by the Bureau of Agricultural Economies. This-report showed 
of that 36 percent of the Nation’s farmhouses were rated “low” in 1950; 25 percent 
id were rated “‘intermediate,’? and 39 percent were rated “high.” Significantly 
1g nearly two-thirds of the houses with the lowest rating were located on farms that 
nD produced in 1949, or were expected to produce in 1950, less than $1,950 each from 
i- crops, livestock, and livestock products. 
of 
id te 
sh 
ve DEPARTMENT OF AGRICULTURE, 
nt Washington, May 5, 1952. 
e- Hon. Burner R. MayBanr, 
yn Chairman, Committee on Banking and Currency, 

United States Senate. c 
in Dear SENATOR Mayank: In response to your request for our comments on 
n- bill S. 2839, we are pleased to advise you that the Department of Agriculture 
id favors enactment of this legislation. 
ne The bill as proposed would extend and place on a permanent basis the farm 
n- housing assistance originally authorized in title V of the Housing Act of 1949 
se (Public Law 171, 81st Cong.). The Housing Act of 1949 specified the maximum 
he amount that could be authorized for each of four consecutive fiscal years ending 
c- on June 30, 1953. The proposed S. 2839 provides that the amounts to be appro- 
he priated for farm housing purposes will be determined each year by annual appro- 
he priations by the Congress. 
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‘ithough title V of the Housing Act of 1949, authorized appropriations totaling 
$275,000,000 during the first 4 years, the changing economic conditions associated 
with the Korean conflict resulted in only a small fraction of these authorizations 
being made available. The limited appropriations have been insufficient to meet 
the demand for better housing by farm families who are unable to obtain credit 
from conventional sources: consequently, there is an existing and continuing 
need for farm housing loans. 

The widespread need for decent, safe, and sanitary farm housing is illustrated 
by a preliminary report of the 1950 census of housing which shows that one-fifth 
of our farm homes are in such a dilapidated condition that they need major 
repairs or else need to be replaced. A recent survey of the structural level of 
farmhouses showed that 39 percent were rated high, 25 percent were intermediate, 
and 36 percent were low. Nearly two-thirds of the houses with the lowest rating 
were located on farms that produced in 1949 or were expected to produce in 1950 
less than $1,950 each from crops, livestock, and livestock products. 

There also continues to be a widespread need for the construction and repair 
of farm service buildings. This is accentuated by the present demand for sus- 
tained high production and by the necessary conversion in some areas from a 
one crop to a diversified system of farming. This construction of farm service 
buildings is elosely allied to the development of farming systems designed to 
better conserve soil resources and to the production of those agricultural com- 
modities for which increased production is most needed. 

In view of the extensive need for improved housing for farm families and the 
demonstrated effectiveness of the existing legislation in meeting this need for a 
limited number of families, we recommend enactment of S. 2839. However, 
before enactment lines 3 and 4 of the bill should be changed to provide ‘‘That 
title V of the Housing Act of 1949, approved July 15, 1949, is hereby amended as 
follows:’’. The amendments proposed are to sections in title V of that act rather 
than in section 1. 

The Bureau of the Budget has no objection to the submission of this report. 

Sincerely yours, 
CHARLES F, BRANNAN, Secretary. 





Atomic ENERGY Commission, 
Washington D. C. April 30, 1952. 
Hon. BurNET R. MAyYRANK, 
United States Senate. 


Dear SENATOR MayBANk: This will confirm and amplify the information I 
gave by phone at your request to Mr. Me Murray of the Senate Banking and Cur- 
reney Committee staff on April 21 concerning our interest in appropriation of 
funds required to adequately finance activities authorized under Public Law 139, 
Kight v-second Congress. 

It is my conviction that the funds currently appropriated for provision of 
housing and community facilities under Public Law 139 will be insufficient in 
view of defense requirements in other areas to assure our meeting construction 
program schedules at our present and future installations. — : 

It is our understanding that the presently authorized ceilings in Public Law 139 
are: $50,000,000 for title IIIT housing, an indeterminate portion being authorized 
for use in procurement and operation of portable and demountable housing at 
locations known to provide temporary employment; and $60,000,000 for commun- 
ity facilities and services as authorized under title III. We have been advised by 
the Housing and Home Finance Agency and the Federal Security Agency that, 
against these ceilings, $25,000,000 was appropriated to the HHFA for title IIT 
housing, $11,250,000 to the HHFA and $4,000,000 to the FSA for community 
facilities and services under the fiscal vear 1952 second supplemental; that the 
House and Senate have passed an additional $12,500,000 for title IIIT housing, 
$9,375,000 to the HH FA and another $4,000,000 to the FSA for community facili- 
ties to be appropriated under the fiseal year 1952 third supplemental; that virtually 
all of the original $25,000,000 appropriated for title III housing and of the 
$11,250,000 appropriated to the HHFA for community facilities, has been com- 
mitted, and requirements estimated by HHFA, exclusive of Atomie Energy Com- 
mission needs, substantially exceed the additional $12,500,000 for title III hous- 
ing, and $9,375,000 for community facilities sponsored by HHFA now contem- 
plated under the third supplemental; and that the $8,000,000 total to the FSA 
now proposed for community facilities and services is substantially less than 
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that agency estimates will be required. We have been advised by the FSA 
that, in passing the original $4,000,000 and reporting out the additional $4,000,000 
for community facilities and services to FSA, in its judgment Congress has clearly 
indicated that none of the funds are to be used for 
and services. 

We are not, of course, in a position to judge whether the presently authorized 
ceilings in Public Law 139 need to be raised in order to assure that national defense 
mobilization needs will be met. We are, however, very seriously concerned that 
the current and foreseeable needs of the atomic energy program will not be met 
unless the appropriations now available under the second supplemental and in 
prospect under the third supplemental are increased. We cannot give you pre- 
cise estimates as to our needs under Public Law 139 at our various sites, because 
we have been proceeding on the understanding that it was the intent of Congress 
that the surveys and plans required to support these estimates should be made by 
the agencies designated in that statute, based of course on estimates of employ- 
ment which we have provided those agencies as quickly as they have been avail- 
able. 

We can, however, point out the specific situations which we know must be met 
either by prompt action under Public Law 139, or in some other way, if the atomic 
energy program is to keep on schedule and proceed with maximum efficieney and 
economy. 


providing recreational facilities 


At the Savannah River project, we see no need for title III housing funds, in 
view of the fact that we assured the provision of housing for temporary workers 
through revenue-guarantee contracts awarded prior to passage of Public Law 139. 
There are, however, two major problems already evident, and which will rapidly 
become more acute as we reach peak recruitment of construction workers next 
fall. 

At present there are over 3,000 privately owned trailer coaches in privately 
owned parks in the vicinity of the project. Virtually no recreational facilities 
in the way of community buildings, playgrounds and the like have been provided 
by the park operators or local communities. It is quite evident that neither the 
private trailer park operators or the local communities have the financial re- 
sources to meet this temporary need, and it is equally evident that the civic and 
public welfare groups, including the United Community Defense Services Organi- 
zation, can do no more than provide technical advice and a limited number of 
paid and volunteer personnel to staff facilities provided by others 

In addition to the impact resulting from the occupants of private trailer coaches 
there will be a community impact relative to recreational facilities resulting from 
the occupants of the trailer camps which are under revenue-guarantee contracts 
with du Pont Co. While we have been requested by Mr. Foley, Assistant to the 
Director for Housing and Community Facilities of the Office of Defense Mobiliza- 
tion, and have agreed to assure provision of facilities in the dormitory and trailer 
camps under revenue-guarantee contract, the populations in these camps, which of 
course cannot be required to remain in them will greatly overtax the meager 
facilities available in the nearby towns. 

From our point of view, the lack of adequate recreational facilities must be 
considered as a real threat to our ability to recruit and retain the construction 
workers needed to build the Savannah River plant. We are quite sure that the 
cost to the Government caused by excessively high turn-over and absenteeism 
which always results when workers have no decent place to go or ways in which to 
use their time when off duty will far exceed the amounts required to provide the 
essential recreational facilities and services. 

A complete lack of funds available for this purpose under Public Law 139 would, 
therefore, greatly hamper our ability to recruit and retain workers, and would 
undoubtedly increase our costs. 

The other problem at the Savannah River project relates to provision of hospital 
facilities. As you know, there is substantial evidence that a shortage of hospital 
beds in the area is imminent, and that local sponsors have exhausted their ability 
to match Hill-Burton funds. Our concern here is whether there will be enough 
money available for the purpose of assisting local hospital sponsors at the Savannah 
River project, after other community facilities requirements which must be met 
by the funds now in prospect have been covered. We have been advised by the 
FSA that, in light of the limited funds already available and in prospect under the 
third supplemental, and the great demand for sanitary engineering facilities to 
serve the fotiety already programed in critical areas, it appears doubtful whether 
FSA would be able to provide any significant amount of aid for hospital and health 
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facilities. A deficiency of hospital beds in the area would, of course, increase our 
difficulty in recruiting workers and in keeping them at work. 

We are also advised by HHFA that growing deficiencies in standards of police 
and fire protection are already evident in the communities surrounding the 
Savannah River project. 

At the Paducah project, we now foresee an immediate need for 300 family 
units, and within 6 months, the need for 400 additional units to carry our recruit- 
ment of construction workers through the critical peak period which we have 
already reached. One of the principal reasons now being given by workers for 
refusing jobs or for leaving them is lack of family housing, and the turn-over at 
this project is now very high. On the basis of our own rough estimates, the 
minimum capital outlay required to provide 700 family units on improved sites 
would be in the neighborhood of $2% million. As 300 units are needed at once, 
we are asking the HHFA as to whether this part of the requirement can be 
financed with title III funds presently available. 

To a lesser extent the community facilities problems which exist at Savannah 
River also arise at Paducah, particularly with regard to recreational and hospital 
facilities and services. 

With regard to possible requirements at a new site, only total employment 
figures are vet available. The need for title III funds, either for housing or 
community facilities, cannot be estimated with any accuracy until the number 
of in-migrant workers for a specific site has been estimated. While estimates of 
total employment can be made only by the AEC and its contractors, the Depart- 
ment of Labor is usually regarded as the authoritative source for estimates of 
the number available from local labor markets, and of the net requirement that 
must be met by importing labor. 

Total employment for construction snd operations at a new site is now 
estimated, by coincidence, to approximate that estimated for the Savannah 
River project when the programs for housing both temporary and permanent 
workers were initially developed. You will recall that, on the basis of these 
estimates, 4,000 family units and 7,500 dormitory units would be required for 
construction workers. Since that time the number of dormitory units has been 
reduced to 4,500. 

It is impossible to predict, of course, whether the percentage of in-migrants 
at a new site will approximate that estimated for Savannah River, or whether 
the absorption of in-migrants by existing housing will be comparable. However, 
for use in developing an order of magnitude estimate, the Savannah River assump- 
tions offer the best available basis. On this basis it would appear that, under 
title III, about $16,500,000 would be the capital requirement for provision of 
4,000 trailer coaches and 4,500 dormitory units for construction workers at a 
new site. 

We understand that the probable Federal contribution for water and sewer 
facilities and services in the Savannah River area now appears to be about 
$5,000,000. However, as indicated above, there is no provision for recreational 
facilities and services, and hospital funds are not included in this estimate. 
Furthermore, it is not yet clear as to whether the Federal contributions proposed 
will in fact secure the necessary results, as rather heavy reliance appears to be 
placed on the ability of local government to finance a substantial portion of the 
total expense. 

We believe that, taking into account the fact that the impact on communities 
in t!e vicinity of a new site cannot be predicted with any accuracy at this time, 
an allowance of about $15,000,000 would be warranted to cover the Federal 
contribution for community facilities and services authorized under Public Law 
139 

We are sending a copy of this letter to the Housing and Home Finance Agency, 
the Federal Security Ageney, and the Assistant for Housing and Community 
Facilities of the Office of Defense Mobilization for their information and guidance. 
We are, of course, most anxious to provide any additional information that may 
be required to clarify the relationship between the atomic energy program and 
the availability of funds under Public Law 139. 

Sincerely yours, 
WALTER J. WILLIAMS, 
Deputy General Manager. 


The CHarrMAn. The committee will stand in recess until 2 o’clock. 
(Thereupon, at 12:05 p.m., the committee recessed until 2 p. m.) 
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AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., Senator Maybank (chair- 
man) presiding. 

The CuatrMan. The committee will come to order. 

Mr. King, we appreciate your being here. We are sorry we could 
not get to you this morning, but we had rather a long session this 
morning, as you probably know, and did not have time. 

The Senate is very near a vote on the Mutual Security Pact, and 
that is the reason only Senators Schoeppel, Moody, and myself are 
present. Senator Ives said he was deeply interested and would be 
here if he could. Senator Sparkman, unfortunately, had to go to 
Alabama. He is very much interested. 

Senator Frear is presiding at another meeting, but wanted me to 
express his appreciation of what you are doing and give you his 
best regards. 

Senator Dirksen also wanted to be here but could not. 

Senator Moopy. I might say that Senator Douglas and Senator 
Benton also are very much interested. 

The CuatrMan. I am only speaking of the ones who talked to me 
as I left. 1 do not mean by any chance to leave them out. 

Senator Moopy. | understand, Mr. Chairman. I just happened to 
think of that. 

The CuarrMan. Senator Capehart and all the rest of them are 
interested. 

Senator Moony. That is right. 


STATEMENT OF T. B. KING, DIRECTOR, LOAN GUARANTY SERVICE, 
VETERANS’ ADMINISTRATION 


Mr. Kine. | appreciate greatly this opportunity of giving my views 
to the members of this committee for their consideration in studying 
S. 3066. 

The CuarrMan. You have a prepared statement here that I am 
going to make a part of the record at the end of your oral testimony. 
The only reason for my making it a part of the record would be so that 
you might touch the highlights, because if the bell rings we will have 
to go to the floor. 

Mr. Kina. Yes, sir. 

My comments concern themselves entirely with that part of this bill 
which relates directly to the GI loan program. 

The Cuarrman. For the record, the GI loan program has been in 
effect how many years? 

Mr. Kina. The GI- Joan program is the common parlance for title 
[II of the Servicemen’s Readjustment Act, 1944, which was put into 
its present or moderna draft by the act of the Congress of December 28, 
1945, which was Public Law 268 of that year. 

The Cuarrman. And this committee has continued to extend the 
law? 

Mr. Kine. This committee has looked at that law from time to 
time over the intervening span of some 7 years and contributed 
valuable assistance through one legislative enactment or another, so 
that the act so far has been able to extend needed assistance to ne arly 
3 million veterans. 
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The Cuarrman. If I might say, this committee has approved, 
insofar as its jurisdiction enabled it to, the benefits of the Federal 
housing laws to the Korean veterans. 

Mr. King. I am not aware so far what action has been taken for 
the Korean veterans. 

The CuarrMan. We took action on one aspect of it—extension of 
priority to public housing, FHA, ete., and last month, as I recall, we 
extended the direct loans to veterans. 

The basic law is in the jurisdiction of the Finance Committee, and 
only they could extend the G. I. program to Korean veterans. The 
direct loan program came to this committee. 

Mr. Kina. Yes, sir. The latest action taken by this committee to 
assist veterans in acquiring housing under this program is its provision 
of additional money for the ancilliary or related direct loan program, 
which action was taken last month. 

As we understand the provisions of the proposed bill some $360 
million will be made available for over-the-counter purchase of GI 
loans by the Federal National Mortgage Association by reason of the 
fact that the $1,300,000,000 which it is proposed to allow in addition 
to the present authorization of Fannie May for the purchase of pro- 
gramed housing in defense areas will release some moneys now in 
Fannie May which have been earmarked for such purposes. 

The CuarrmMan. As | understand it, Mr. King, you are interested 
mostly in the FNMA part of it? 

Mr. Kina. Yes, sir. 

The CHatrmMan. We had a round-table discussion, if you remember, 
in February. 

Mr. Kine. Yes, sir. 

The CHAIRMAN. You participated in it. Some people thought that 
the banks could handle it in some sections of the country, but, after 
all, the veterans come from Kansas, Mackinac up in Michigan, or 
Georgia or Boston or New York City, and areas aside of New York 
and New England and the larger cities and it is difficult to finance a 
Gl mortgage. 

Mr. KING. That is entirely true, Mr. Chairman. 

The Cnarrman. And I think six-tenths of 1 percent of the GI loans 
were in default. Is that right? 

Mr. Kine. We have paid claims so far on somewhat less than one- 
half of 1 percent on home loans in our program. 

The CHatrMan. Yes. 

Mr. King. Influences 

The Cuarrman. I do not mean to be continually butting in, but I 
am so interested in the problem in the areas beyond the big metro- 
politan centers where | found out veterans have trouble. 

Mr. Kine. Yes, sir. The influences and trends which you have 
noted were portrayed here during that February conference underlie 
the continued need of the GI loan program for some measure of 
support from Fannie May. 

Senator Moopy. Mr. Chairman? 

The CHarrMan. Senator Moody. 

Senator Moopy. If | may ask a question—since the time may be 
short because of possible roll call, | would like to have Mr. King, if he 


would, capsule just what he feels this bill would do for the veterans, 
and how. 
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The CHarrMan. Without objection, we will not ask Mr. King any 
questions until he capsules, as you suggest, the details of the veterans 
loans under the section he is speaking to. Go ahead. 

Mr. Kine. We think the program needs this money which this bill 
will provide for it. The trends which promise to provide more 4- 
percent money for GI loans are still shaping, they are not here. We 
are somewhat perturbed, however, by the provision of the bill which 
will put eligibility for the use of this additional money on a 50-percent 
basis rather than upon the 100-percent basis which has heretofore 
prevailed. 

The CuarrMan. Well, I know the reason for that. 

Mr. Kina. Sir? 

The CHarrRMAN. I say the reason for that, according to some 
people, is that the 50-percent basis will work in favor of the larger 
mortgagees and larger banks. Is that true? 

Senator Moopy. Mr. Chairman, I think you may have misspoken 
yourself. You said the purpose was to help banks and larger mort- 
gagee companies. 

The CHarrMAN. I said some people thought that. 

Senator Moopy. I see. 

The CuarrMan. I said some people thought it would be an aid to the 
larger institutions and companies who had enough capital and who 
had enough of a portfolio to carry 50 percent and sell 50 percent of the 
loan. I said some people have told me so. 

Mr. Kina. The 50-percent factor will undoubtedly hurt the smaller 
lender. 

The CuarrMan. That is what IT say. 

Mr. Kina. Yes, sir. 

The CHarkMAN. You said it better. 

1 did not want the Senator to believe I thought so. 

Senator Moopy. | did not think vou did. 

Mr. Kine. We would like to draw the attention of the committee 
for amoment to the fact that when the Congress looked at this very 
thing back in 1949 they wrote over the then existing 50-percent limi- 
tation and provided 100-percent preference to the GI loan. We do 
not like to see the present 100-percent preference changed under the 
proposed bill. 

As a matter of fact, the thread of production credit support afforded 
under the provisions of the Gl-loan program is so thin as it stands as 
to those people who must rely upon Fannie May support for their 
origination of GI loans and for their building under the Gl-loan pro- 
gram, the 50-percent factor does not leave them much in the way of 
practical assistance upon which they can rely. 

The CHarRrMAN. We appreciate vou are trying to capsule this 
thing, but since you brought it up on Senator Moody’s suggestion, I 
want to make this one suggestion, which I started to ask this morn- 
ing of the witnesses we had. Senator Dirksen was the one who 
brought it up first and asked the question first. 

I started to sav a few words about the larger building and loan 
associations. 

[ am advised the suggestion by the administration was to make it 
restrictive so that private people would come in. ‘The only thought 
I had is what alternative can we have if we do not restrict it to some 
extent. If we leave it wide open, will not the Government take it all? 
That is my worry. 
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What we are trying to do is to get private banks and private people 
to come in. So this restriction was put in by the administration— 
in the bill I introduced. 

Have you any alternative that we can look at rather than the 50 
percent? That is what I have been hunting for. 

Mr. Kina. I do have one alternative here, Mr. Chairman, and that 
is that I would like to see the hundred percent eligibility retained and 
also supply a registration system which would be applicable only after 
origination of a loan and would serve the lender who presented the 
loan for over-the-counter purchase at a time when funds were immedi- 
ately exhausted, so that he could thereafter sell his loan to Fannie 
May as and when funds were in hand, after payment of his registra- 
tion fee. 

I also think that if it is desired to retain the 50 percent preference, 
that the suggestion that a lender be allowed to sell a loan to Fannie 
May for every loan he buys from “Fannie Mae” should be given con- 
sideration by this committee. 

The CuarrmMan. Of course, what vou said was the people should be 
registered and a registration fee should be charged. That is different 
from the present law where anybody can go in. 

Mr. Kina. I do not suggest any change in the present law in that 
regard and have not suggested there 

The CHarrnMAN. You are asking the people be registered. 

Mr. Kina. I have not suggested the registration of people, Senator. 
I am sorry I was not clear. 

I suggested the registration of loans, so that a loan, once originated, 
which the holder wished to sell to Fannie May, that holder bei ‘ing the 
originator in all cases, could be sold to Fannie May as and when 
funds were in hand. 

I suggested also that assurance be given to those people who have 
to rely upon Fannie May in that regard that money will be there, by 
reserving the unearmarked moneys in Fannie May, those not com- 
mitted for defense housing purposes, for the GI loan, and also a 
special provision in this bill which will assure the availability for pur- 
chase of GI loans of all moneys incoming to Fannie May on account 
of repayments or sales. . 

The CHarrmMan. You mean regardless of where the money comes 
from? 

Mr. Kina. The money could come in from three sources—repay- 
ments, interest, or sales. 

The CuarrMan. I understand that. You mean all moneys regard- 
less of their source? 

Mr. Kine. My suggestion was inclusive, Senator. 

The CuarrMan. That is what I understood. 

Senator ScHorpreL. Mr. Chairman, I would like to ask a question. 

The Cuarrman. All money coming back in FNMA the veterans 
should have priority on? 

Mr. Kina. Yes, sir. 

The CHarrMan. I wanted to make the record straight on that. 

Mr. Kina. I have in mind that a commitment authority has been 
provided for other needs. 

The Cuairman. That is right. 


gest that we also—— 
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Mr. Kina. And we ask for no commitment authority. So we sug- 
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The CuarrMan. The commitment authority for other needs covers 
some veterans, I would think. 

Mr. Kina. Not for the GI-loan program so much, Senator. 

The CuarrmMan. No. 

Mr. Kina. Seventy percent, I understand, of the defense program 
is rental housing, with which we have no concern. 

The CHATRMAN. Senator Schoeppel. 

Senator Scuorpre.. I would like to ask you, Mr. King, if in vour 
observations you have noted any one particular area in the country 
that needs this particular type of loan more than any other section. 

The reason I ask that question is because as you get farther away 
from some of these larger centers where funds are available, some- 
times we note a slackening of interest. What is your feeling about 
this? Is it lagging all over the country or is it different in different 
sections of the country? 

Mr. Kina. I characterized that phenomena here in February by 
the phrase ‘‘spotty and sparse,’’ Senator. I think if you drew a line 
westward extending along the Mason and Dixon’s line you would find 
relatively that north of that line there is a fair supply of money; 
south of that line there is not so much money. You would also have 
to add to the category of not so much money several remote northern 
States and areas. 

The availability of capital for 4 percent lending more or less is an 
indicator of the amount of local money that is in a specific area or in 
a specific city, influenced somewhat and as to some cities very con- 
siderably by the fact New York money has gone in there. By that 
I mean the large savings banks or the larger insurance companies. 
It is whatever pattern they pick for their investment that largely 
determines the paucity or the relative adequacy of money locally 
available for mortgage lending. 

The CHarrmMan. The money they collect comes out of North 
Carolina just as well as it comes out of New York and New England? 

Mr. Kine. No doubt that is true. 

The CHarrMAN. But it is centered in the big cities? 

Mr. Kina. I have no doubt that is true. 

The CuarrMan. Excuse me. 

Senator ScHoePpPe.. That is all right. 

Mr. Kina. I want to mention again this suggestion that there be 
an understanding through the express wording ‘of the bill, Mr. Chair- 
man, that moneys not committed or not authorized to be committed 
for defense housing purposes be reserved for the purchase of GI loans, 
preferably on a 100-percent basis, and for FHA loans on the 50-per- 
cent basis provided for in the present law. 

The CHarrMan. Have you any amendment to that effect you 
would like to present, that money not allowed for defense go to those 
that defend the country? 

Mr. Kine. If you wish, I can present such an amendment by 
morning. 

The CHarrMAN. It is not necessary to do it that quickly. 

Mr. Kina. Yes, sir. 

The Cuarrman. I would like to see the commitment of money 
that is not tied up for defense operation, whether it be Army, Navy, 
Air Force, or Atomic Energy—that the veterans should have prefer- 
ence on that money which is not committed. That is what I under- 
stood you to say. 
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Mr. Kina. Yes, sir; that is correct. I say that because it is ex- 
tremely important that those who find it necessary to rely on the 
program, or propose to rely on the program, will have assurance that 
no part of the dollar factor that they are watching in the Fannie May 
balance will be siphoned off for any special purposes and leave them 
high and dry, so to speak, when the day comes around when they have 
to put in a loan for over-the-counter purchase. 

The CuarrMan. I understand exactly what you mean. 

Mr. King. That was a phenomenon we witnessed last year. In 
fact the monthly journals of various lending groups were warning 
their membership, quite properly, late last fall that if they had any 
idea at all that the *"y might have to rely on Fannie May—they should 
put the loans in quick, because the fund was sure to be exhausted. 
it was being drawn upon for special purposes. 

Senator Moopy. Mr. King. 

Mr. Kine. Yes, Senator. 

Senator Moopy. You feel that the 50-percent provision of this bill 
should be restored to a 100 percent? Is that right? 

Mr. Kine. As to GI loans I do, Senator. 

Senator Moopy. Now will.you explain how the 50-percent provision 
would injure the interests of the veterans? 

Mr. Kine. For this reason, Senator: I referred to the term ‘‘pro- 
duction credit,’ and I stated that the production credit support 
afforded by the GI bill was at best relatively thin. 

When a builder who proposes to get construction money asks a 
bank or other lender for that money, they require him to show where 
his consumers, where his home buyers, the buyers of his product, are 
going to get their money for their permanent mortgage loans. Where 
there is practical assurance of that if there are no other takers when 
those houses are completed he can sell those loans to the Federal 
National Mortgage Association, then in many instances that pro- 
duction credit will be forthcoming from the bank or broker. 

If at best there is only a 50-percent eligibility factor for over-the- 
counter purchase, then you cut the likelihood that a bank will loan 
that construction money to that builder more than in half. 

Senator Moopy. You are talking about the builder. I am talking 
about the veteran. 

Mr. Kine. Well, as a practical matter, Senator, the veteran gets 
his home loan under GI loan in many, many instances only because 
the builder has got his production credit through this assurance that 
[ mentioned, and for present purposes in some measure through 
reliance on take-outs from Fannie May. 

Senator Moopy. You are saying the provisions for GI loans would 
be nullified if this were not changed? 

Mr. Kine. I think that is a very good method of expression, 
Senator. I wish I had thought of it. 

The CHAIRMAN. Go ahead, sir. 

Have you finished, Senator Moody? 

Senator Moopy. Yes; that was the point 1 wanted to make. 

Mr. King. I think, Mr. Chairman, that that more or less rounds 
out or capsules, as the expression was, what I have to say about the 
present bill. 

The CHarrMan. Let me ask you this one question. Do you think 
the Guam provision would help any veterans in Guam? 

Mr. King. Sir? 
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The CHarrMaNn. Would it help any veterans who settled in Guam 
that you know of? 

Mr. Kina. I have not studied the provisions of this bill in relation 
to Guam. I think that we can go ahead and loan money to vet- 
erans in Guam at present under our bill. There is no limitation on 
our power to do so. The question entirely is whether or not we can 
get adequate title records im the confused state of things in Guam 
and also as to whether there would be adequate money available. 

The Cuarrman. Mr. Foley said this morning he felt the money 
would be forthcoming from FHA as far as Guam is concerned. 

Mr. Kina. I would express no opinion as to that as to the GI loan 
program, because the last time I looked at that the only local money 
in Guam was a Navy bank, or the Bank of Guam. I did not know 
any private money had come in there since. It will unquestionably 
be true that if Fannie May money is available it will be helpful to the 
GI loan program, but I doubt it on a 50-percent basis. That may be 
so if they originate enough FHA loans there so that they have some 
latitude consequent upon their origination of FHA loans to originate 
some GI loans for sale to Fannie May. 

The CHAIRMAN. Senator, do you have any further questions? 

Senator ScHoerPet. No; | have not. 

The CHarrMan. Mr. King, do you have anything more you want 
to say for the record? 

Mr. King. Senator, I will be obliged if the committee will add 
that statement you have there to the record. 

The CHarrmMan. Without objection, the full statement will be 
printed in the record. 

Mr. Kine. Thank you, sir, and I appreciate your courtesies on 
this committee and the opportunity to testify. 

The Cuairman. I hope when you send that alternative proposal 
in here which you suggested you will enlarge upon it. 

Mr. Kina. Yes, sir. Thank you very much. 

(The statement submitted by Mr. King together with the requested 
amendments and explanation thereof, follow :) 


StaTEMENT OF T. B. Kina, Director, LoaAN GuARANTY SERVICE, VETERANS’ 
ADMINISTRATION 


Mr. Chairman and members of the committee, I am glad to offer the following 
brief remarks for possible use by this committee in its consideration of the bill 
under discussion, 8S. 3066, which among other things would provide for additional 
authorization of funds to Fannie Mav for defense housing. My remarks, of 
course, will be geared to the relationship of Fannie May and the proposed bill to 
the operation of the Veterans’ Administration’s GI loan program. 

The need for some Fannie May support to the Gf loan program is still apparent. 
While it is true that the recent pick-up in VA appraisal request activity for pro- 
posed construction is encouraging compensation in some respects for the shut-off 
of Fannie May support which occurred on April 2, 1952, there are still some 
geographic areas where the lack of Fannie May supplemental support will have 
serious effects because of the relative shortage of private capital for GI 4 percent 
loans. 

The measure of support which Fannie May has been affording the GI loan pro- 
gram is apparent when the statisties on GI loan closings and Fannie May pur- 
chases are compared. Thus, during the year 1951 an estimated 17 percent of the 
GI loans made available to veterans came from Fannie May funds. However, 
reflecting the tight mortgage situation the proportion began to rise in the closing 
months of 1951 and in the first quarter of 1952 the.proportion had risen to an esti- 
mated 28 percent. 
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The abrupt halt in FN MA purchases which took place on April 2, 1952 naturally 
has tended to dislocate the mortgage capital suprly in some areas at a time when 
FN MA support was most needed. In part the cessation of FNMA support was 
hastened by the actions taken by FNMA in 1951 to set-aside $400 million for 
defense housing. The $400 million figure is completely apart from the $252 
million in commitments for defense housing specifically authorized by the 
Congress. Without questioning the wisdom or necessity of the set-asides for 
defense housing, the fact remains that they siphoned off funds which otherwise 
would be supporting the GI loan program in many areas at the present time. It 
is recognized that some portion of the set-aside funds will provide GI financing 
for defense workers in defense areas who are eligible World War II veterans, 
although such financing will be relatively rsetricted since approximately 70 
percent of the defense housing now being programed is to be built as rental 
hosing. 

While the additional authorization proposed by the bill under consideration 
would be earmarked for defense and military housing commitments, it is under- 
stood that as a result approximately $360 million now encumbered by Fannie 
May set-asides would be freed for over-the-counter purchases of GI and FHA 
loans in nondefense areas. The funds thus freed, plus additional funds to be 
recantured through principal repayments, earnings, and the sale of mortgages, 
would unquestionably be helpful in supporting the availability of GI 4 percent 
loans, particularly until the improving situation now appearing in the mortgage 
market progresses further to the point where the need for Fannie May support 
will not be so acute. 

We are disturbed, however, as to the provision in the proposed bill which would 
limit mortgagees to the sale of 50 percent of their eligible loan originations, thus 
destroying the 100-percent preference for GI 4-percent loans in nondefense areas 
which the Congress had heretofore authorized. The committee will reeall that 
Fannie May was first authorized to buy GI loans by Public Law 864 approved 
July 1, 1948. At that time sales of any one mortgagee were limited to 25 percent 
of eligible loan originations. This limitation apparently proved to be too pro- 
hibitive and Public Law 901 passed in August of the same year permitted sales 
up to 50 percent of eligible originations. However, since 1948 and the bulk of 
1949 were vears when the GI 4-percent loan was encountering relatively rough 
sledding, the need for more support by Fannie May was recognized by Congress 
in the passage of Public Law 387 in October of 1949 which established a solid 
measure of preference by permitting the sale of GI loans to Fannie May on a 
100 percent basis. The proposed bill would eliminate that 100-percent preference 
despite the fact that the supply of private capital for GI 4-percent loans is not 
adequate in many areas. 

in addition to a material weakening of Fannie May support to the GI loan 
program, the application of a 50-percent limitation might prove to be discrimi- 
natory in effect since it would tend to hamper those lenders who have been most 
active in providing GI financing to veterans, and would favor those lenders who 
nv enjoy a ready market for small home mortgage loans insured under the 
National Housing Act which enjoy some better degree of marketability because 
of their higher maximum interest rate. 

The committee may wish to consider whether it might be more desirable to 
maintain the 100-percent preference for GI loans, with respect to the funds which 
this bill will free for over-the-counter purchase, and to include an express pro- 
vision which will reserve for over-the-counter purchase of FHA or GI loans all the 
moneys on hand or incoming to Fannie Mae which are not expressly authorized by 
the Congress to be committed for defense-housing purposes. This would mean that 
all moneys on hand or incoming in excess of whatever commitment authority for 
defense housing is permitted will be earmarked, in effect, for GI loans in non- 
defense areas and for FHA loans, subject to the 50-percent limitation which the 
present law now requires (except for title VIII military housing loans which also 
have 100-percent preference). 

It is suggested further that the committee should consider the addition to the 
bill of an express provision for the registration of GI loans after origination upon 
payment of a registration fee of 1 percent or less, so GI loans submitted for over- 
the-counter purchase at a time when over-the-counier moneys were exhausted 
could be assured that if and when any money became available for over-the-coun- 
ter purchases due to repayments, sales, or earnings, such money would be used 
first for over-the-counter purchases of registered loans. Such a provision would 
afford those finding it necessary to rely on over-the-counter sale of GI loans to 
FN MA a broader ground upon which to base such reliance. 
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It should be noted that this proposal has no similarity to the discredited ad- 
vance-commitment procedure and will afford no excessive stimulation such as 
accompanied the commitment procedure in effect in 1949 and 1950, for the reason 
that a loan would not be eligible for registration until after disbursement and not 
until after the completion of the related construction. This would be in contrast 
to the previous advance-commitment procedure which in fact permitted the 
registration as an initial step in the planning of construction. 

Alternatively, if the committee is unwilling to continue the 100-percent prefer- 
ence for GI loans it would be considered desirable, although of lesser utility of the 
GI loan program, to establish a procedure which would directly relate FNMA 
purchases with FNMA sales. Specifically, the proposal would call for establishing 
a purchase credit for a lender equivalent to the dollar amount of GI loans which 
that lender buys from FNMA. Such a procedure should tend to stimulate sales 
and would have the merit of freeing FNMA funds for new over-the-counter pur- 
chases without increasing the net mortgage holdings of FNMA. This idea is not 
original with me, and I have not had time to study its aspects in detail, but it seems 
to have considerable merit. 

In view of the relatively short notice I had of this opportunity to present our 
views, Inv statement may not cover all of the points of interest to the committee 
but we will be glad to supply anything further which the Senators may desire. 


STATEMENT RE AMENDMENTS TO S. 3066, E1cHtTy-sEconD CoNnGrREss, FURNISHED 
BY THE VETERANS’ ADMINISTRATION AT THE REQUEST OF THE CHAIRMAN, 
SENATE BANKING AND CURRENCY COMMITTEE 


This statement relates to the request of May 5, 1952, of the chairman, 
Senate Banking and Currency Committee, considering 8S. 3066, Fighty-second 
Congress, for certain proposed amendments to that bill to be furnished by the 
Veterans’ Administration. 

2. Under the proposed bill loans guaranteed under sections 501 and 502 of the 
Servicemen’s Readjustment Act of 1944, as amended, would be eligible for sale 
to FNMA to the extent of 50 percent of the total of the mortgages originated by 
any one mortgagee, except that defense or disaster mortgages would be exempt. 
Initially VA-guaranteed loans were eligible for sale to FN MA to the extent of 25 
percent of the mortgages originated by a mortgagee, but this later was increased 
to 50 percent and on October 29, 1949, the law was changed in order to provide 
that loans guaranteed under section 501 and section 502 of the Servicemen’s 
Readjustment Act would be eligible for sale to FNMA on a 100-percent basis. 
This action appeared to recognize that the VA-guaranteed loans would require 
additional support. With the dearth of 4-percent mortgage money, and at the 
present time particularly, it would seem extremely inopportune to impose 
additional restrictions. 

3. Under the bill as proposed commitments relating to defense or ee 
mortgages could be issued so long as the amount outstanding at any one time 
would not exceed $1,552,000,000. Thus as mortgages are purchased pursuant to 
commitments additional commitments could be made and funds available for 
over-the-counter purchase would be siphoned off. The change in the proposed 
draft would limit the commitment authority for all purposes to an amount not 
in excess of $1,552,000,000. 

The proposed draft contemplates that the limitation specified in section 
302 be increased by the net income which the association receives on its invest- 
ments. Such income would become available for over-the-counter purchases. 

5. A registration system is being provided for the purpose of assisting those 
mortgagees who hold VA-guaranteed loans at a time when such loans are not 
salable to FNMA because of lack of funds. A registration system would be 
established under the terms of which a mortgagee, by paying a registration fee 
not in excess of one-half of 1 percent of the unpaid principal obligation, could 
have his mortgages registered.and such mortgages would be sino by FNMA 
* a priority basis when additional funds become available 

The amendment to section 301 (a) (1) contained in section 3 (a) of the 

bill is proposed to be changed by striking the words “or insured”’ on line 1, page 
3, since FN MA does not purchase insured mortgages as it has no status as a su- 
pervised lender. 

Amend section 3 (a) (4) of the proposed ve by inserting : period and quota- 
tion mark following the word ‘‘and”’ on line 4, page 4, and striking the balance 
of the paragraph. Insert a new section 3 (a) (5) to the bill following line 10, 
page 4, reading as follows: 
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“Strike the period after the word ‘disaster’ at the end of subparagraph (C) 
and substitute a colon in lieu thereof and add the following proviso: ‘Provided 
further, That the total dollar amount of all commitments entered into for all 
purposes pursuant to this authorization shall not exceed $1,552,000,000’.” 

Strike lines 11 through 18, page 4 of the proposed bill and substitute the follow- 
ing in lieu thereof: 

“(b) Amend section 301 (a) (1) by adding a new subparagraph (H) reading as 
follows: 

“All sums authorized within the limits stated in section 302 of this Act, which 
are not required to be reserved for the fulfillment of commitments made by the 
Association under subparagraph (G) hereof, including all moneys received on ac- 
count of repayments, sales, or interest On its investments, in excess of such sums 
as the Association may determine will be necessary for the payment of operating 
expenses, reserves for losses, and interest on obligations, shall be employed for 
the over-the-counter purchase of mortgages eligible under subparagraph (FE) 
hereof: Provided, That as to those mortgages eligible for purchase by the Associa- 
tion which are guaranteed under the Servicemen’s Readjustment Act of 1944, as 
amended, the Association shall establish procedure whereby upon payment of a 
fee of not in excess of one-half of 1 percent of the unpaid principal balance thereof 
any eligible mortgage presented for over-the-counter purchase at a time when no 
money is available for such purchase may be registered with the Association, and 
as additional sums become available mortgages so registered will be entitled to 
priority with respect to purchase by the Association in the order of their registra- 
tion.’ ” 

Amend paragraph (3) on page 3 of the proposed bill by striking lines 17 through 
21 and substituting the following in lieu thereof: 

(3) by striking the proviso in subparagraph (E) and inserting ‘Provided, 
That this clause (2) shall not apply to (nor shall any terms therein include) 
any mortgage which is guaranteed under section 501 or section 502 of the 
Servicemen’s Readjustment Act of 1944, as amended, or to any defense or 
disaster mortgages as defined in subparagraph (G)’; and.” . 

Add a new subparagraph (c) at page 4 of the proposed bill reading as follows: 

“Section 302 of said act, as amended, is hereby amended (1) by striking ‘$2,750,- 
000,000’ and inserting ‘$4,050,000,000’; and (2) by adding before the period at the 
end of the first sentence of said section: ‘plus such amounts as may have become 
available for reinvestment out of net earnings of the Association after payment 
of operating expenses, reserves for losses, and interest on obligations’.”’ 

Amend section 3 (a) of the proposed bill to read as follows: 

“Section 301 (a) (1) of said act, as amended, is hereby amended 

““(1) by striking the words beginning with “after April 30, 1948” and 
ending with the colon at the end of the first proviso thereof and inserting the 
words: ‘‘under this Act, as amended, or guaranteed under the Servicemen’s 
Readjustment Act of 1944, as amended: Provided, That no such mortgage, 
except defense or disaster mortgages as defined in subparagraph (G) hereof, 
shall be purchased by the Association unless insured or guaranteed after 
February 29, 1952, or purchased pursuant to a commitment made by the 
Association :”’;’”’ 


The CuartrMan. If there are no further questions, the committee 
will recess until 10:30 in the morning. 

(Thereupon, at 3 p. m., the committee recessed until 10:30 a.m. 
the following day, Tuesday, May 6, 1952.) 
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TUESDAY, MAY 6, 1952 


UNITED STATES SENATE, 
BANKING AND CuRRENCY CoMMITTER, 
Washington, D ( 

The committee met, pursuant to recess, at 10:30 a.m. in room 301 
Senate Office Building, Washington, D. C., Senator Burnet R 
Maybank (chairman), presiding. 

Present: Senators Maybank, Robertson, Frear, Schoeppel, and 
Dirksen. 

The CuarrkMan. The committee will come to order. 

Mr. Bartlett, do you wish to make a statement? 

Mr. Barrier. | have nothing prepared. 

The CuarrMan. That is perfectly all right. We are glad to have 
you and I am glad to see Father O’Connor again. Will you not come 
up, sir? 

This is the first time in 2 years I have seen you, Father 

Father O’Connor. Three years. 

The CuarkMan. Three years. ‘Time goes fast 

Father O’ConNor. Time goes fast. 

The CHarrkMAN. Let me say for the record that I want to compli- 
ment the Father, who is chairman of the Alaska Housing Authority, 
on his book. 

Mr. Barruerr. It is a very fine litthe document. 

The CHarrMan. Go ahead, sir. 


STATEMENT OF E. L. BARTLETT, A DELEGATE IN CONGRESS FROM 
THE TERRITORY OF ALASKA 


Mr. Bartruterr. My name is E. L. Bartlett. | am Delegate in 
Congress from Alaska. 

I want to testify with particular reference to section 7 of 5. 5066, 
which would increase the authorization under the act of April 25, 1949, 
know as the Alaska Housing Act, from $15 million to $25 million. 

The Alaska Housing Act has been dramatically successful during 
the 3 years of its operation. It has done as much as any other one 
act of the Congress to aid the development of the Territory. 

| think the best illustration of that might be given if I pointed out 
to you that in the 3 vears before the Alaska Housing Act became 
operative there were constructed under Federal programs in the 
Territory of Alaska eight dwelling units with a value of $100,000. In 
the 3 years since the act went into effect there have been constructed 
or are building 6,000 units, with a value of roughly $70 million. That 
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is what this act passed out by this committee has accomplished in 
housing construction in the Territory. 

At that time this committee was told that if 6,000 units could be 
built, the housing needs of Alaska would be substantially met. The 
population growth has been so rapid since that time that— 

The CuarrMan. For the record, how much is the growth? 

Mr. Bartierr. The growth has been from 1940 to the present time 
from roughly 72,000 to roughly 150,000. 

The CHarrMan. A 100-percent increase in other words? 

Mr. Barrierr. 100-percent growth, with concentrations at Anchor- 
age, Fairbanks, and Kodiak, where the military establishments are the 
largest. 

Senator ScHorrPEL. Do you consider those permanent residents or 
semipermanent? 

Mr. Bartierr. We consider those as permanent residents, Senator, 
as distinct from the construction workers who come in and out, and 
other workers who are migratory. 

The increase in authorization in the amount of $10 million that is 
provided for in S. 3066 would allow the Alaska Housing Authority to 
go ahead and complete the job which is now in sight. 

I will not say that the job will be ended then, because the population 
growth may continue. We hope it will continue. But, at any rate, 
they could proceed without interruption. 

Now, Mr. Chairman, I had thought that I would have to bear the 
burden of the testimony in behalf of the Territory in respect to this 
feature, but the first team has arrived in the person of Father Paul C. 
O’Connor of Hooper Bay, Alaska, who is chairman of the Alaska Hous- 
ing Authority. He testified before you when the bill was first up back 
in 1949, and Father O’Connor more than any other one man is qualified 
to tell you what the act has done and what the need for its continua- 
tion is. 

So, I am going to merely ask that I be allowed to submit for the 
record a personal and informal letter from Mr. E. Glen Wilder, execu- 
tive director of the Alaska Housing Authority. 

The CuarRMAN. Without objection, that will be made a part of the 
record. 

(The letter referred to is as follows:) 

Avaska Hovustna Avutuoriry, 
Anchorage, Alaska, April 30, 1952 
Hon. E. L. Barriertt, 
Delegate from Alaska, 
House of Representatives, Washington, D. C. 

Dear Bor: I was very happy to receive your letters of April 24, 25, and 26 
regarding the introduction of 5. 3066; and I, too, am pleased that the increased 
authorization is ineluded in the general housing bill. Replying specifically to 
your letter of April 26, where you refer to your testimony scheduled for the Senate 
Banking and Currency C ommittee on May 7 7, 1 might mention that in a telephone 
call from Vern Hubka, this morning, Vern stated that there might be special ques- 
tioning of the $214 million which has not yet been approved by the Administrator’s 
office, within the original appropriation. You will note that in the Alaska 
Housing Authority statement of housing conditions, to which you refer, on the 
sheet immediately following the narrative report and entitled ‘Alaska Housing 
Authority, March 31, 1952, Loan Authorizations,” that the projects completed 
and the projects under construction are those actual projects which have been 
processed and approve -d by the Administrator’s office. These two groups total 


$12,269,738.58; then, added to that, the “remote dwelling” program for 1950-51, 
a little over a quarter of a million dollars, leaves $2% million from the $15 million 





of 

qu 
of 

av 
sal 
tio 
fo! 


sp 
ini 
wl 


en 
of 
ca 
th 
fu 


he 
th 
ul 
th 
se 


hs 


al 


1 in 


| be 
The 


ime 


hor- 
the 


s or 


tor, 
and 


it is 
y to 


tion 
‘ate, 


the 
this 
ILC, 
ous- 
yack 
ified 


nua- 


‘the 
ecu- 


the 


Or 
“Se 


nd 26 
eased 
ly to 
enate 
yhone 
ques- 
ator’s 
laska 
n the 
using 
sleted 
been 
total 
0-51, 
iillion 


HOUSING ACT OF 1952 79 


. 


of the Public Law 52 authorization. If this should become a particular point of 
question, I think that it might be best to answer it by explaining that $1,125,000, 
of course, has not yet become available to the program and that the balance 
available of slightly over $1% million will be consumed by the loans listed on this 
same sheet under the heading ‘‘Projects authorized and programed for construc- 
tion in 1952,” plus the current request being made to the Administrator’s office 
for $63,000, to be available for this year’s ‘‘remote dwelling’ program. 

I think that two points may be emphasized in testimony: 

No. 1, that the authority exerts every effort to interest and obtain qualified 
sponsor builders to construct housing projects. That, from the time of the 
initial interest of any prospective builder, there are innumerable issues and matters 
which must be satisfied in each case before the closing of a given loan. 

No. 2, that the housing units and loan sums listed on the second sheet over and 
entitled ‘‘Recapitulation of Estimated Addition Requirements for Appropriation 
of Loan Program for Calendar Years 1952-53” are a list of bona fide prospective 
cases of needs which have been presented to the authority in spite of the fact that 
the prospective sponsors listed have known that the authority presently had no 
funds. 

With the tight financial market over the past year, increasing dependency 
has been placed upon authority financing to obtain housing, and almost entirely 
the lists on this second sheet are cases which undoubtedly will not materialize 
unless the authority may grant the loan from additional funds. I might add that 
the authority is further convinced that the units listed on this latter sheet are of 
serious need to meet the housing shortage in the Territory. 

There might be one other point which I am sure will be emphasized anyway, 
and that is that the great majority of this demand for new housing in the Territory 
has been created by the defense effort and military operations. 

Father O’Connor is now in Spokane on his way to Washington, and this morning 
I talked to him by telephone and asked that, as soon as he arrives he get in touch 
with youand Raymond Foley. 

I advised him that the hearings were scheduled on S. 3066 the week of May 5, 
and I know he will be glad to lend such support as you may ask of him. 

With best wishes, 

Sincerely yours, 
AvaskKA Hovusina AUTHORITY, 
EK. GLEN WILDER, 
Executive Director. 


Mr. Bartruett. Now I would like to introduce Father O’Connor. 
The CuarrMan. Father, we are glad to have you back here. 


STATEMENT OF FATHER PAUL C. O’CONNOR, CHAIRMAN, ALASKA 
HOUSING AUTHORITY 


Father O’Connor. All I have to say is that we received all that 
money from you people, and I think we have done a pretty good job. 

The CHarRMAN. Have you a prepared statement you want to put 
in the record? 

Father O’Connor. Well, 1 could put this statement as to the 
operation of the Alaskan Housing Authority in the record. 

The CHARMAN. Without objection, it will be made a part of the 
record if you desire to do so. 

Father O’Connor. Yes; I would like to put that in the record. 

The CHairMAN. That is a review of the Alaska situation? 

Father O’Connor. The report tells what we have done. 

(The statement submitted by Father O’Connor will be found on 
p. 129.) 

Father O'Connor. We have constructed 40 percent of all the 
family units and dwellings and 16 percent of all the apartment units 
insured or committed under the FHA mortgage. In other words, we 
have built 323 homes and 531 apartments. 
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Incidentally, why, I have been able to give out to the Eskimos these 
$500 loans to 600 families all along the coast, the Yukon, and now 
going up in the Arctic areas. 

We have hit the most isolated areas in all Alaska, where boats only 
come in once a vear. 

I have a little boat we got from the Territory, and we wander up 
and down these isolated areas, where people lived underground, and 
during this time of vear, especially when the snow melted, we got the 
people above the ground, and little by little they are making better 
homes for themselves. 

The CHatrmMan. The main problem, as I recollect from your 
previous testimony, was the dampness in living underground, which 
caused tuberculosis? 

Father O'Connor. That is very much so. Actually 1 have reduced 
the death of babies by 80 percent. 

The CHatrMaANn. Eighty percent? 

Father O’Connor. Eighty percent; ves. It is astounding the 
responsibility that these people have now assumed in these new homes. 
They not only want to have a better home but they are actually 
making the homes we have given them better. 

Of course, you know these loans are for 6 years, and it is only a $500 
loan. Ido not want to give them too much. If we do, they would 
get an inferiority complex and never pay it. With this thing they are 
actually paying it; they can do it, and they are doing it. So, all | 
have to say is that this job is going ahead. 

The CuarrMan. Are you getting the costs down or is it still pretty 
expensive? 

Father O'Connor. The costs are still pretty expensive. A good 
home in Alaska will cost anyway from $12,000 to $16,000, but little by 
little they are coming down, because they are building more houses, 
and these construction companies by mass production are getting these 
costs down. 

The CuatrMan. Nearly everything has to be carried in from the 
States; is that right? 

Father O'Connor. Yes; that is true. 

The CuHairMan. And transportation costs put the cost of housing 
up? 

Father O'Connor. They are very heavy. 

The CHarrMan. Gentlemen, any questions? 

Senator SCHOEPPEL. Does that even go for building material, such 
as most of the lumber and stone and masonry and brick? Does most 
of that all have to come from the States, or do they not have some 
industries up there that take care of some of that? 

Father O'Connor. Right now we are trying to establish a few con- 
cerns to make concrete. As it stands, however, practically everything 
comes from the States, except the lumber, perhaps, in Juneau and 
Ketchikan. 

Senator Dirksen. In the case of these isolated families, what is 
their source of income and how stable is it? 

Father O’Connor. Their source of income is from fur. 

Senator Dirksen. Fur? 

Father O’Connor. Yes, in the wintertime. Take, for example, a 
mink will be $35 a pelt, and a good trapper will get all the way from 
25 to 40 minks. Also, on the Yukon they will get beaver—beaver and 
mink—and fox right now is not a very expensive pelt. 
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During the summer they work in the canneries, and also these 


radar stations and different construction companies up there that are 


near the locations employ a good number of Eskimos and pay very 
good salaries. That is one reason I have been trying to get these 
houses right now, because some of them are paying back their home 
loans right off the bat, and it is better to have it like that so they can 
have good homes for their families and things like that. 

Before now, take in my district around the Bering Sea area, formerly 
the death rate was almost equal to the birth rate, and now there is 
absolutely no comparison. 

The CHAIRMAN. Any further questions, gentlemen? 

Senator SCHOEPPEL. No. 

The CuHatrrmMan. Thank you, Father, unless you have something 
further to add. 

Father O'Connor. That is all. 

The CHatrMan. Have vou more of those books? 

Father O'Connor. Yes; I have plenty of those. 

The CHAIRMAN. Leave some here for the Senators who are not here 
[ am sure they will enjoy seeing them. 

Father O’Connor. I will be glad to. 

The CuHatrMaANn. Mr. Brockbank, come up, su 

Needless to say, I am glad to see you again. 

Mr. Brocxsank. Good morning, Senator Maybank. It is good to 
see you again, sir. 

The Cuarrman. Proceed in your own way. I see you have a very 
short statement 


STATEMENT OF ALAN E. BROCKBANK, PRESIDENT, NATIONAL 
ASSOCIATION OF HOME BUILDERS 


Mr. Brocksank. My name is Alan E. Brockbank. As I believe 
you know, I am an active builder in Salt Lake City, Utah, and appear 
before vou today as the elected president of the National Association 
of Home Builders for the current vear. The association is the trade 
association of the private home-building industry with a membership 
of approximately 25,000 grouped in 195 local associations. We esti- 
mate that our members build approximately 75 to 80 percent of all 
new housing produced in metropolitan areas. 

The National Association of Home Builders supports 5. 3066, but 
only if it is amended in certain respects, as I will point out in a 
moment. We hope you will agree with our suggestions. In any 
event, we know you will accept them as constructively intended and 
designed to accomplish our mutual objectives. 

This committee may recall that in February I was permitted to 
participate in your round-table conference on current mortgage prob- 
lems. At that time I pointed out that the home builders of this Nation 
were faced with the twin tasks of providing homes in defense areas and 
of continuing to meet the needs of veterans; that we had conclusively 
demonstrated our readiness to build homes for defense purposes by 
oversubscribing defense housing allotments issued by the Housing 
and Home Finance Agency by 3 to 1, but that in many areas 
we were prevented from ac ‘tually starting construction by a situation 
bevond our control—the lack of permanent mortgage money at terms 
which potential purchasers could afford. 
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At this time our position is exactly the same. 

Let me say here that by mortgage money I mean consumer credit; 
that is, the long-term financing available to the ultimate purchaser 
without which he cannot obtain his home. I do not refer to construc- 
tion credit to the builder. This committee is, of course, aware that 
permanent mortgage credit is the lifeblood of the home-building 
industry. The terms at which it is available determine the income 
groups for whom homes can be provided. The huge volume of con- 
struction since the war, the great bulk of which provided homes for 
veterans and others of modest income, has been based upon long-term 
FHA-insured and VA-guaranteed loans with low initial payment and 
low monthly carrying charges. 

You may be told in the course of these hearings that mortgage 
money is plentiful. You will find, on closer inquiry, that such state- 
ments refer to mortgages which require heavy initial down payments 
of one-third or more of the sales price, and which run for 12- to 15-year 
terms and require high monthly payments at 5 or 6 percent interest. 
Loans of that type are useful only to a small fraction of home buyers. 
They are useless in producing defense housing or homes for the average 
veteran. It must be recognized, of course, that there is a variation 
between areas. The areas closer to New York and New England are 
better supplied with funds than the more remote areas. 

Mortgage money for defense housing is still, as it was at the time of 
your round-table conference, practically nonexistent. Homes desig- 
nated by the Government as needed in defense areas cannot be built 
in required numbers. According to our information, the financing of 
practically all of the smaller number started to date has been under 
Fannie Mae assistance. We, therefore, feel that the advance commit- 
ment authority which this bill provides for defense housing is abso- 
lutely essential. 

We feel that if the FNMA funds are made available that this 
financing and the building program for defense and military housing 
will go forward. 

Senator ScHorprE.. Well, why should it not if the Government 
finances it? That is very obvious; is it not? If the Government 
throws all the money that is needed in this program, why should not 
it go forward? 

Mr. Brocxpank. Senator, at the time we had the round-table 
discussion we, I thought, made our program quite clear: That we were 
not in the mortgage-finance business, that we were builders; and 
that if the defense program, which we assumed to be an essential part 
of our national-defense effort, so far as housing is concerned, was to 
xo forward, there had to be a means of financing it. At this time 
i would say that we are still not in the financing business. We are 
builders. We are ready to build the houses, but we do have to 
have financing to do that job. 

I would agree with you that if the Government goes into it there 
is a means of building it. There is also a very great possibility that 
it could be done by some other means; of course, we have to recognize 
the fact that there is competition for money. Mortgages are not 
the only place that bankers can make investments. They can make 
them on defense plants, on inventory, on municipal bonds, on a lot 
of things. As builders, we are competing for money. 
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The bank will lend money where it finds it gets the best return. 
In the interim since our round-table discussion a few banks have 
started to make loans on defense housing, but they have not done it in 
a volume sufficient that we can build as fast as we would like to be 
building the defense houses at this time. 

Senator ScHoerre.. Well, 1 realize that greater responsibility on 
the part of the Government is necessary in defense housing in these 
critical areas and otherwise. 

Mr. Brocxsank. That is right. 

Senator Scnorppe.. I have received some letters criticizing the 
Government agencies or Congress for moving out into certain channels 
to get some of this done by the building industry. I mean criticism 
from the standpoint of the building industry. 

Now it seems peculiarly strange to me that practically all of the 
builders of any consequence say it is fine so long as they can get the 
financing from the Government, but when the Government agencies 
move over into certain other fields which they feel like they have to 
protest—now get me straight, I am for private industry. They come 
in here and write us and are jumping down our throats on a lot of this 
stuff, when I think, as a factual matter, some of these builders are 
glorified brokers 

Sure, if the Government finances everything in these housing proj- 
ects, of all types, kind, and character, if the builder knows he has got 
a certain percentage and the Government guarantees the mortgages, 
they are not going to get hurt. They ran pretty wild here some few 
years ago in World War II on some of these practices they followed, 
and we had to close some of those loopholes. It certainly gave the 
building industry and the financing industry of this country a black 
eve. 

Mr. Brocxpank. | agree with you 100 percent. We do not want 
people in our business that are not legitimate builders and that are not 
living up to honest business practices. We are not for that in the 
least. But we feel at the same time that we have had a commission 
to build defense housing, and we hope that we can demonstrate the 
fact that defense housing i is a job of construction which we can do, 
but the financing of which is out of our hands. We do not have the 
means to do that part of the job. Without money, however, it can- 
not be done. 

Senator ScnorppeL. Oh, I realize that. But I have wondered 
good many times—you make the statement on page 2: 

Mortgage money for defense housing is still, as it was at the time of your 
round-table conference, practically nonexistent. 

Now is that because of the fact that the defense-housing projects, 
generally speaking, are in areas that they are not certain as to their 
long-time existence, or the economic circumstances, or is it because 
their is a distinction in the building of these projects? You mean all 
specifications generally speaking on the same standards; do you not? 

Mr. Brockpank. Senator Schoeppel, I would say this to you: That 
I remember very distinctly when we were building the housing for the 
Second World War, the defense housing, that very often it was stated 
that the housing we were building was in defense areas where the 
housing would never be occupied when the war was over. Surprising 
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as it may seem, there is a very high percentage of that that is occupied 
and a very low percentage that is unoccupied. 

In other words, those areas because they were built in places that 
the banking fraternity had never heard of before, it did not necessarily 
mean that ‘they were so far out in the sticks that they would not be 
occupied. It simply meant that they were not familiar with the area. 
Anyone who is lending money, for a very good reason, wants to know 
where they are lending it. 

Senator ScHOEPPEL. And as a result of that was not the govern- 
mental agency in furtherance of the housing program practically forced 
into those areas, else you would not have got them? 

Mr. Brocxpank. That is right. 

Senator Scuorpret. A lot of them made dire predictions at that 
time that they would not be occupied. As you go over this country 
and you find out these areas that have been built up, the people are 
in them and they are going ahead. 

[ will grant we are in a war economy. I do not know how long it 
is going to last. The bubble is going to break some day. I hope it 
will not be too rough when it does break. 

But there certainly has to be some line of distinction drawn where 
legitimate private money lending can be encouraged to go on with 
this program, and the Government, after these defense needs, the top 
part of them, are off, must gradually recede from that part of it. 

Mr. Brocknank. There is no question about that. We are en- 
tirely in favor of that. 

Of course, Senator, when we had our round-table discussion here it 
appeared to those of us who listened in that there were two schools 
of thought with respect to the discussion. 

One school of thought was that money should be available at the 
interest rates that were then current on FHA and VA lending. The 
other school of thought was that money would be available if the 
interest rates were made flexible. However, there was no concrete 
conclusion reached that if the interest rates were changed in any 
direction that more or less money would be made available for the 
defense program. 

I think Senator Maybank has made that statement before the 
banking fraternity since that time. 

The CuarrMan. Well, I could not find out after I listened to the 
hearings where there was going to be any more money available. 

Mr. BrockBank. Senator Maybank, | believe there has been some, 
but it is only a trickle with respect to the amount necessary for defense. 

The CHarrMan. That is what I am talking about—the amount 
necessary for defense areas. 

Mr. Brockpank. That is right. 

The CHarrMan. You said it is a trickle. 

Mr. Brocknank. That is right, only a trickle. 

We have held some very serious meetings since we were here last in 
attempting to get sufficient money to do this job. Ido not mean by 
that that we are not 100 percent in earnest about it. We would far 
rather do the job with private capital than we would to have the 
Government go out on a limb any further than they have. In fact, 
we would like to see them retrench and go backward. 

But it is purely a matter of making up our minds—are we going to 


build defense housing or are we not. If we are, we must have funds 
from some source. 
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In providing additional authority for the purchase of defense- 
housing mortgages, the bill will make available funds which some 
months ago were set aside for defense-housing purposes by the Federal 
National Mortgage Association out of general authorization. These 
funds were borrowed or set aside for defense purposes from authoriza- 
tion which otherwise would have continued available for loans in 
nondefense areas. We favor the objective of the bill to return 
this borrowing to its original purpose but only if this protion of the 
bill is amended. This bill, as I understand it, proposes to return 
about $350 to $360 million to the over-the-counter program. So far 
as that is concerned, we feel that it is simply returning to the over-the- 
counter process the money that was set aside originally for that 
purpose. 

We, however, feel that that program must be very seriously sur- 
rounded with safeguards in order that it might operate correctly. 

While the bill seems to us to attempt to recognize that certain 
safeguards are necessary in this connection, in our opinion the provi- 
sions of the bill will not accomplish their purpose. They are contained 
in section 3 (a) which amends section 301 (a) of the National Housing 
Act to forbid the purchase of any nondefense loan guaranteed or 
insured before March 1, 1952, and to permit the purchase by FNMA 
of not more than 50 percent of the original aggregate principal amount 
of insured or guaranteed mortgage loans made by the selling mortgagee 
after March 1, 1952 

Senator Roperrson. May | interrupt vou there? Would not that 
run counter to the present poli: v of the Federal Reserve Board to use 
its ecredit-control powers to prevent construction work that is not 
really essential? 

Mr. Foley testified yesterday that the primary purpose of this 
extension was to get housing in critical defense areas. Your proposal 
now would be to guarantee 50 percent in those other areas; is that not 
right? 

Mr. Brockpank. No; the bill states that, Senator Robertson, 
but our program is not that. We feel that that 50 percent program 
would simply make possible the continued operation of the large 
mortgage lender who can quickly build up a portfolio of loans, doing 
almost all the business with FNMA rather than having it spread over 
the Nation, as is necessary for the sale of mortgages in the South, the 
Southwest, and the far West where the smaller mortgage companies 
exist that could not build up that 50 percent portfolio 

Senator Ropertson. And in what way do vou propose to spread it 
around? 

Mr. BrockBank. Senator Robertson, | give that proposal in the 
next paragraph. 

Rather than guarding against the “dumping” of loans in Fannie 
May, these provisions in effect may encourage it. Previous experience 
with similar provisions in 1948 and 1949 clearly prove that large 
mortgage lenders, to whom many mortgage sales outlets are available, 
will be able to quickly build up a large credit base against which 


they can sell to FNMA. The small mortgage lenders in more remote 
areas—such as many of those in the South, Southwest, and far West, 
whose mortgage sales outlets are limited—-will be in effect cut off from 
assistance under this bill. These smaller lenders in remote areas are 
the very ones for whom the facility is in theory provided. 


Now, Senator Robertson, this is what we propose: 
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In our opinion, it is entirely possible, by the substitution of a 
different type of limitation, to provide FNMA assistance for non- 
defense housing where needed in such fashion that FNMA becomes 
a necessary supplement to, rather than a substitute for, private 
lending. The two provisions now in the bill, running from page 2, 
line 2, to page 3, line 16, should be stricken. Instead a provision 
should be substituted which will restrict the aggregate dollar amount 
of nondefense mortgages which any mortgagee can sell to FNMA on 
or after April 1, 1952, to the amount which it has purchased from 
FNMA since that date. To this should be added a proviso that such 
limitation shall not apply to any mortgage which does not exceed 
$6,000 in original principal amount. Included should be a provision 
to require FNMA to earmark for the selling lender for a reasonable 
time a right to sell to FNMA equivalent to the amount of his pur- 
chase. In our opinion, such a provision will restore FNMA to its 
former status as a stand-by facility for use during such periods as 
mortgage credit is temporarily scarce. We favor continuation of 
FNMA as such a facility. We would oppose its continuance without 
appropriate safeguards to prevent its becoming a primary mortgage 
lender. We do believe that the bill as drawn takes cognizance of 
this possibility and attempts to prevent it but we urge this amend- 
ment as better calculated to achieve this end. 

What this means is this: It would place the people who wished to 
do business with FNMA in a sales position, where they would sell 
some mortgages out of FNMA before they would expect to sell 
mortgages to FNMA. 

Now let me just put that in an example. 

If the ABC Co. had some mortgages that it would like to sell to 
FNMA, supposing they had a million dollars’ worth, it would be 
necessary for them to go to FNMA and buy a million dollars’ worth 
of loans and take them somewhere to some secondary market (or 
keep them themselves) and dispose of them before they could sell the 
other group of mortgages to FNMA. By so doing it would keep 
FNMA as a support to the secondary market and would not deplete 
its funds. That is the very thing that we think is important at this 
time. 

In our opinion, the suggestion will employ the energy and ingenuity 
of lenders to help place FNMA’s portfolio in private hands. The 
market for ‘‘spot delivery’ of mortgages (that is, for the sale of mort- 
gages which are completed and ready for delivery to the investor) is 
considerably better than the market for future commitments. It is 
traditional that, when mortgage funds are tight, the permanent mort- 
gage lender prefers to purchase mortgages which are available for 
immediate delivery rather than mortgages on houses which builders 
are starting to construct with the idea that the mortgage will be 
delivered to the permanent investor in from 3 to 9 months. 

The recommended exemption for loans up to $6,000 to permit their 
unlimited delivery to FNMA recognizes that private lenders are ex- 
tremely reluctant to handle this type of paper. It recognizes, also, 
and seeks to encourage a growing tendency among builders to build 
in this price class. 

Let me say that with respect to small mortgages, I have been trav- 
eling over the country and have been making a very sincere effort 
to find out what is going on in this country with respect to the hous- 
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ing for people in the low-income groups and minority races and 
others. I am most conscious of a very serious effort on the part of 
our builders nationally to get in very low income group housing and 
attempt to build for them some decent homes, and to do a good job 
of it, and eliminate some of these shacks and shantytowns in various 
parts of the country. 

Senator Rosertson. Actually the houses we are building for the 
low-income group, if you build those houses of brick what would 
they cost? 

Mr. BrockBank. Well, some of our builders, Senator Robertson, 
surprising as 1t may seem, are developing some houses to be built on 
other people’s lots for as low as $3,000, and they are working very 
diligently at it. They are studying every part of the house. ‘ 

Senator Ropertson. How many rooms does that have in it—four 
rooms? 

Mr. BrockBank. Two bedrooms, a bath, and a living room that 
has the kitchen space which can be curtained off, which is part of 
the living room. 

Senator Ropertson. Well, it is a three-room house? 

Mr. BrockBaNnk. It is essentially a three-room house; that is right. 

Senator Ropertson. Is it made out of brick? 

Mr. BrockBank. That particular house is partly masonry, I 
believe, cinder block, and the other part is frame. 

Senator RoBEerTsoN. Suppose you build a four-room house out of 
brick, what would that cost? 

Mr. Brocxsank. Of course, vou can make them in various sizes 
and various constructions, but a lot of our people are building four- 
room houses. I talked to one who was building houses in New Jersey 
for $5,400. 

Senator Ronertson. That is exclusive of the land 

Mr. BrocksBank. No; that includes the land. ‘lhat is a frame 
house 1 want to point out. 

Senator Ropertson. Frame house? 

Mr. BrockBank. It is a frame house, but it is a good house. We 
are making a very serious study of this thing, and we feel that some 
inducement should be made to builders who are in that bracket to be 
able to go ahead with their program. ‘The chief deterrent, I want to 
point out to you, right at this time when there is a shortage of funds, 
is a means of selling the mortgage. 

The CuHarrMANn. That is what section 8 is supposed to do, just as 
you state. 

Mr. Brockpank. That is right. 

The CHarRMAN. The committee staff made a survey in keeping 
with what you said, that the interest of the builders was to get down 
to these lower incomes. 

Mr. Brocksank. That is right. 

I wanted to point out to you, Senator Maybank, that recently we 
made quite a study of the possibility of selling those loans, and we find 
that when there is a shortage of funds—and it is just as natural as 
ABC, that it costs as much to service one loan as it does the other. 
And when there are not funds available to go around, a bank would 
rather have one $12,000 loan than two $6,000 loans. And so we are 
asking you to do something about this low-income group. 


» 
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Now I wanted ‘to pomt out to you that I was recently in one of the 
cities in the Southwest, and there I found builders doing their level 
best to do something about the minority groups in that area. They 
were having to go to all kinds of makeshift ways of selling those houses 
because they could not find mortgage money. I think it is very im- 
portant at this time that something be done to make this mortgage 
money available to them. 

We sincerely feel that, if amended as we have suggested, the 
continuation of authorization for nondefense mortgage purchases by 
FNMA is not at all inconsistent with the principle which this com- 
mittee knows we have vigorously and frequently expressed, that the 
Federal Government should not engage in any activity that can be 
adequately performed by private enterprise. We are further mindful 
of the urgent necessity at this time to avoid needless expenditures by 
the Federal Government, but we feel that any authorization for this 
purpose is more than offset by the valuable asset acquired in the form 
of a first mortgage on an American home, which mortgage should be 
readily salable out of FNMA after a short period of seasoning. 

Whether or not the situation which the FNMA provisions of the 
bill are designed to help would be eliminated or improved by an in- 
crease in the interest rate for veterans’ loans, as contended by some, 
seems to be academic. There are only two other possibilities. The 
first is the over-the-counter program we have described, with safe- 
guards, and the second is to deprive veterans of the opportunity of 
buying the homes they want and need. 

We are, of course, heartily in favor of the provision of the bill which 
extends FHA mortgage insurance authorization. This committee well 
knows that the FHA has, for 18 vears, been the largest single construc- 
tive force in the financing of residential mortgages. Within the past 
few weeks it was complimented in a report by the staff of this com- 
mittee for having played a Herculean role in providing homes for 
Americans of modest income. As the committee knows, this has been 
done at a profit and strictly upon a business basis. Operations of 
FHA are vitally necessary. It is unthinkable that it not be con- 
tinued. 

We feel that FHA is a private industry program, that it is a pro- 
gram that insures loans that are made by private capital, and that it 
should be continued on the high businesslike plane that it has operated 
on in the years in the past, which has been profitable, we understand, 
to both business and to Government. 

Senator Scuorpret. Mr. Chairman, I would like to ask Mr. Brock- 
bank this question: You people in the building industry were arrang- 
ing sometime back, last year, for a number of clinics over the country 

to find out what the best building methods would be, consolidating 
all the best and proved methods, and then to try to see if you could 
not get contractors in different sections of the United States interested 
in going ahead with them. Has that approach been pretty satisfac- 
torv to you gentlemen? 

Mr. BrockBank. Senator Schoeppel, that has been a great revela- 
tion tous. We have found in one city, for instance—this could hap- 
pen in any city, but it has happened in one city—-that builders in one 
tract almost next door to the others did not know the cost-saving de- 
vices that the other builder was using. We are trving to pass all of 
that information on to our builders and make it possible for our build- 
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ers to do a better job. That is the first thing that we are trymg to 
do—do a better job. 

Senator ScHorPPEL. And then that cuts costs? 

Mr. Brocxsank. That is right. And besides that, it solves all 
these petty headaches that come along with it if you do not do a good 
job at the lowest possible figure. 

Now that is our aim and we seriously intend to do it. We have 
some of the best brains that we have in this country on housing work- 
ing on that problem ever since, and we are studying the house from 
floor, walls, roof, inside and outside finish, the planning, everything 
else, and are attempting to get into the hands of every builder in this 
country the best way to do every part of the job, partic ularly in the 
low-income-group housing. 

a ScHOEPPEL. Let me ask vou one other thing, Mr. Brock- 
bank: Generally, as a result of your clinical studies on this, what have 
you found about a lot of the building codes in a lot of sections of the 
country? 

Mr. BrockBank. Well, sir, they are antiquated and they will not 
permit us to do many things that would seriously cut the cost of 
housing. 

Senator SCHOEPPEL. Now what is that? 

Mr. BrockBank. Well, Senator Schoeppel, in my community we 
have attempted to build a foundation which sie engineers claim would 
be a better foundation than we are building now. 

The building inspector in our community says, “‘ Well now, Alan, 
I know that so far as the good builders in this area are concerned, the 
top guys, that I do not need to WOITy about them. But some ineffi- 
cient operator may come along,” he said, ‘‘and he may build exactly 
the way you have set this program up, and I would not know whether 
he did it precisely as it was planned or not. And if I were not there 
to inspect it, which I cannot afford to do, I could not approve it. So 
I cannot approve yours.” 

In other words, the codes are set up on the basis of a factor of safety 
many times what is generally necessary in order that a man building 
for himself, who knows nothing about the business, may still build a 
house that will hold up. 

Senator Scuorpret. Well, we run into a situation all over the 
country—if the Government guarantees mortgages on homes that are 
built with this new type of brick, a little bit bigger and they lay up 
more a day, and cut costs, do you anticipate we will run into a lot of 
diffic aa on some of these antiquated codes all over the country? 

I am wondering what position you as the builders’ organization is 
going to take on that. It is going to take some pretty vigorous action 
some place. 

Mr. Brockpank. Senator Schoeppel, we are taking some very 
serious action on that. 

Let me divert a minute from this to tell you what we are doing. 

We are setting up adult educational programs all over the Nation 
to educate our builders on the present materials that are available, 
that is, to do the very thing vou are talking about—to put in larger 
units, to do it on a faster method—in order that they might clearly 
understand and still do an excellent job, and not letting down the 
standards in the least. 
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Secondly, we are setting up in colleges over the Nation courses in 
home building. ‘Trinity College in San Antonio is setting up the first 
one. Denver University has set up another one. There is one going 
in in Michigan and one up in Wisconsin and one in the City College 
of New York. ‘They are just springing up all over the Nation. 

We are going to try to the best of our ability to make professionals 
out of home builders, and when we do we want them to live up a 
hundred percent to the high standards. "We hope at that time that 
we can make the codes so that they favor the high standards operator 
and the one who will not build to high standards will not be able to 
qualify. 

Senator Scnorrret. That is very commendable, I will say to you 
very frankly. 

Mr. Brocxspank. It is an educational job and it is a big one, 
Senator. 

I want to tell you that some serious progress is being made in codes 
themselves. 

In the State of New York they have put in a code which is a func- 
tional code rather than specifically saying you have got to use this 
particular manufacturer’s material, and it has to be this way and that 
way. In other words, the code is set up so that this material or 
method has to function properly in the climate of New York or else 
your house is “‘unapprovable.”’ 

Now that makes for progress, but it has been a long hard pull. 

It may amaze you to find that in some of the small cities of our 
country—that is they appear to be one city—there are as many as 
three or four parts of that city, and each one of those parts has a 
different code. Sometimes you will build houses up on one side of the 
line and half on the other, and you have to cooperate with two different 
codes. That is how absurd this thing is. 

I would like to point out one thing more to you with respect to this 
program that I am talking about, and that is with respect to the 
community facilities part of the act. 

I would like also to state the position of the National Association of 
Home Builders with respect to the portions of the bill which authorize 
increased appropriations for defense utilities and for defense public 
housing. 

Last year we supported the provision in the Defense Housing Act of 
a moderate amount of funds for loans and grants to communities to 
expand utilities because of defense-caused expansion of local popula- 
tion. Our reports show that, next to lack of mortgage financing, the 
lack of public utilities is the most serious impediment to the provision 
of defense housing. This is an inherent part of the cost of the de- 
fense program. We support this provision of the bill. 

We have found in checking the building program all over the Nation 
of this defense housing that it is very important that we have com- 
munity facilities financi ing available, because many small communi- 
ties have been called upon to increase their facilities very greatly. 
They did not ask for the defense program to be allocated to “their par- 
ticular city, but it is there and they have no way of bonding them- 
selves in order to take care of the sewer and the water to bring it to 
that tract of land where that project is being built. 
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Senator ScHOEPPEL. We have some of them in Kansas, and you 
never said a truer thing in your life than the very thing you are on 
right now. 

Mr. BrockBaNnk. It is the most serious thing that could happen at 
this time, and something has really got to be done about it. We 
recommend very highly that this part of the act be taken eare of a 
soon as possible. 

We oppose the provision which authorizes an additional $200 
million for the direct construction of defense housing. We think it 
has been amply demonstrated that private builders are ready to 
construct all the housing needed in which a permanent need can be 
anticipated. Given the other portions of this bill, we can provide 
all the housing needed in any defense area in which FHA will issue 
mortgage insurance. 

We suggest that the FHA program as it is now written in sections 
903 and 908 takes care of the permanent housing on these bases and 
therefore, of course, no public funds for that job are necessary. 

As to so-called temporary housing, experience proves that hous- 
ing needs tend to persist so that ‘‘temporary”’ housing in most cases 
becomes permanent. This will undoubtedly be true in the present 
situation. We therefore are convinced that the private home-building 
industry can produce housing in situations now labeled ‘‘temporary.”’ 

As I have already said, an increasing number of builders are working 
on houses to sell for approximately $7,000 or less, which would be 
suitable for low-rental defense areas. Volume production is pre- 
vented, however, by lack of a suitable financing medium. For this 
purpose, we recommend that FHA title I, section 8, be amended 
permit the insurance of mortgages up to 95 percent of cost where the 
principal amount of the loan does not exceed $6,000 on houses for 
rent or forsale. It should be further amended to provide for mortgage 
insurance commitments on rental properties to individual or cor- 
porate borrowers. This would make available for rental purposes 
this section of FHA operations. 

The CHAIRMAN. Of course, there were only a few temporary homes 
built to the best of my knowledge and there was no private builder 
who would build them. 

1 am thinking about Atomic Energy, with which | am familiar. 1 
think if you read the letter from the Atomic Ene rgy Commission which 
| put in the record here yesterday, when you get into these atomic in- 
stallations—for instance, 250,000 acres of land down in my State, a 
rather rural section—it is very bad. They had to build some barracks 
There was no place for the people to stay. 

That is a situation that exists in other parts of the country as well, 
and, of course, must be taken into consideration when the bill is under 
consideration. 

The took a community of 10,000 people and moved in 62,000 
ee and they tried every way to get private people to do the 

building. 1 think they spent four or five million dollars there. I do 
not know the $200 million will be used. But, as you know, we cannot 
build permanent houses unless we give private people an opportunity 
for 90 days. 

Mr. Brocksank. That is right. 
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The CuarrMan. I believe in private enterprise, of course, as Senator 
Schoeppel said awhile ago, and other members of this committee have 
said. But where you are up against the gun, with the atomic bomb and 
the hydrogen bomb, which to my way of thinking have kept us out of 
world war, you have to expedite these things. And when you got 
62,000 pe ople moving into a place where there only had been 10 000 
before, you have a problem. 

I do not think anything is done of a temporary nature around a city 
like Charleston. But when you get out in the back woods who is 
going to do it?) Nobody will do it there, Mr. Brockbank. 

Mr. Brockpank. Let me point out one thing to you: In these 
temporary areas, the FHA is charged with the responsibility of seeing 
to it that the housing under title 1X meets the requirements of eco- 
nomic soundness, 

The CaarrmMan. That is right. 

Mr. Brocksank. Under title I, section 8, that is not a part of the 
requirement. 

The CuarrMan. That is right. 

Mr. Brockpank. Our builders could go in on these low-cost houses 
I have be en talking to you about. 

The Cuarrman. Why did they not go? That is what I am inter- 
ested in. 

Mr. Brocxsank. Title I, section 8, is not available on a rental 
basis. 

The CHarrMan. They had to buy a lot of trailers, which I regret 
very much. Senator Robertson and Senator Capehart happened to go 
down with me. I did not think much of the trailers there in the mud, 
but they could not get anybody to build any houses. 

You saw it, Senator. 

Senator Ropertson. I saw it. 

Mr. a I think there is a point there I have not quite 
made clear to you yet. That is that our builders would build title I 
section 8 ignaen for rent if they could own them and rent them, but 
the law does not permit us to own and rent them, and the law should 
be changed in that respect. 

The CHarrmMan. [understand what you mean. But in this instance 
you have 62,000 people coming in, and when the plant starts operating 
most of them are going to leave. The people are afraid to build houses. 

Mr. BrockBank. Senator, on that part we just have no argument. 

The CuarrMan. I have no answer for it. I am the last one to 
believe in the government in private industry, as you know. 

Mr. Brocknank. But, Senator, there is another thing we have to 
take into consideration, and let me point it out to vou. 

First, title 1X requires FHA to process it under economic soundness. 
Second, a lot of places we are ts alking about as temporary, and in this 
atomic age vou are talking about— 

The CHarrMan. I just ‘have seen so much of it in my own State, 
is why I referred to it. You say the same thing in Ut: al. 

Mr. Brockrapk. That is right. 

The CuarrmMan. I am more familiar with it. I get about a hundred 
letters every day. 

Mr. Brockpank. In the second World War we were told about a 
lot of places. They said, “This is a temporary proposition.”” The 
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plants went m or the camp was established there and it was not 
temporary at all, it was permanent. 

The Cuatrman. That is right. 

Mr. Brockpank. And for a lot of these places. 

The CuatrMan. I feel as vou do, but the builders do not feel that 
way. Ihave asked them, begged them, to go in there or the Govern- 
ment would. They say, “No, when the construction job is over, 
there will be less than that number of people. It will, of course, be 
temporary. 

That is what we are up against. 

To be frank with you, IT have wracked my brain for nearly a year 
and I have no answer for it. aa 

I do appreciate your suggested change in that title to make rentals 
possible. 

Mr. Brockpank. That is right, and that is very important 

The CHarrMan. IT can only say this: T know the committee will 
give careful thought to it, but what effect it will have I do not know. 

In the last war temporary places were built around cities, camps 
around cities in Kansas, Virginia, South Carolina, and Illinois. But 
when you get into these atomic plants they are way out in Nevada, 
New Mexico, and there is nothing else. 

Mr. Brockrank. That is right 

The CuarrMan. That is the problem. 

Mr. BrockBaNnk. Senator, | am very familiar with an area in Idaho 
called Mountain Home, Idaho. Ji was built as a large camp during 
the Second World War, and as soon as the war was over it was boarded 
up and nailed up and there was not a church mouse that run through 
there for vears, and now it is a thriving place again. I am told by 
those people out there that that particular camp supports Alaska and 
supports our northern border now, and it is becoming a very large 
camp. 

I feel that if you made available to us this process 

The CHairmMan. | appreciate the thought on the change. I appre- 
clate the thought on the 50 percent, too 

All I can say, speaking as the Chairman only, I feel certain the 
commiitee will give it every thought. What the commiitee wanted to 
do was to restrict. If your way is better for restricting, the language 
you read, if we can pattern that in, | would be inclined to agree with 
you, 

Mr. Brocksank. Well, sir, the imporiant thing is that we would 
like to be hkelpful. 

The CHarrMan. | appreciate that. This committee is very appre- 
clalive of the action of your organization. 

Mr. Brockpank. We regret that there has not been sufficient time 
to permit preparation in legislative form of the amendments we have 
suggesied. If this committee is interested in exploring any one or all 
of them further, we shall be glad to draft specific language for con- 
sideration. 

We know that the chairman, the members of the committee, and 
its staff have thoroughly considered the various points of view pre- 
sented at the round-table conference last February. We know you 
have pondered for many months the complicated problems of the 
home-iinaneing and home-building industries. Because of the vital 
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inportance of an adequate mortgage supply at appropriate terms, we 
builders have also given serious thought to his problem. We hope 
that in presenting these suggestions to you, we will assist you in attain- 
ing our mutual objective. 

The Cuarrman. Mr. Brockbank, did you read the report the staff 
wrote after they went around and visited low-cost housing projects 
last summer? 

Mr. Brockspank. Yes. 

The CuarrMANn. You read it? 

Mr. Brocksank. Yes; and we commend you very highly on that 
excellent report. 

I want to say to you that we are as anxious to make this work 
possible. We feel we are in a position where we should make it bathe 
and continue as a back drop FNMA for our whole program. But we 
want it surrounded with safeguards so it will not be just run out in a 
few weeks to a few people. 

The CuarrMan. That is the same as expressed vesterday by Mr. 
King as representative of the Veterans’ Administration. 

Mr. Brocxsank. Well, we want to congratulate you on this excel- 
lent program you are working on, and if you can find a single thing 
where we can support you further, we would appreciate the oppor- 
tunity of doing so. 

Senator Ropertrson. May I ask one or two questions? 

The Cuareman,. Certainly. 

Senator Ropertson. Is there anything in S. 3066 that would 
require immediate cash outlay on the part of the Government? 

Mr. Brocxpank. I do not believe so under the restrictions we have 
suggested. 

Senator Ronertson. Last year we undertook to restrict the Fannie 
Mae money to critical defense areas. Does this bill depart from that 
theory? 

Mr. Brocxsank. No, sir. You might say it does in this resnect: 
that it returns to FNMA what was borrowed from it, so to speak, for 
the defense program. 

Senator Rorerrson. Well, are you recommending to us that we do 
depert from emphasis on the critical defense areas? 

Mr. Brocksank. No, sir. 

Senator Rorertson. How much does this bill increase the indirect 
contributions, if fully utilized, of FHA, and how much under Fannie 
Mae? 

Mr. Brockprank. Well, it asks for a billion dollars® additional 
authorization for FHA. But FHA, Senator, is simoly an authority; 
the banks loan the money and FHA insures the loan. It is a con- 
tingent liability but not a direct liability. 

Senator Ropertrson. Well, what else does it do to increase the 
contingent liability of the Government? 

Mr. Brocxspank. In FNMA it sets up a billion three hundred 
million for defense and military housing loans, but it is restricted 
in such a way that I think it will materially be curtailed in the amount 
of purchasing that is done. In other words, people will go everywhere 
else before they come to FNMA. 

Senator Rosertson. This bill was not introduced until April 24, 
which is not very long ago. Have you had an opportunity to discuss 
the provisions of the bill with finance agencies and builders? 
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Mr. BrockBANk. Senator, we have been on the long-distance tele- 
phone almost continually the last few days attempting to get this 
information, but it has been very difficult because there have been 
meetings being held by the Mortgage Bankers Association and others 
which made it hard to reach everybody and get some good consulta- 
tion with them. But we feel that we have got the best advice that is 
possible under the circumstances. 

Senator RoBerrson. What is the consensus concerning the pro- 
visions of this bill? 

Mr. Brocksank. Briefly, I would say if vou want the defense 
housing program to go forward, the bill is necessary. If you want 
houses built for veterans in this country, you must decide that you 
either do it by one of two processes: You either make this over-the- 
counter sales program available to them again, or you raise interest 
rates, or you do a job of direct lending, for which there has been a bill 
passed—but in small quantities. 

Senator Ropertson. The changes you recommend in this bill, Are 
they your personal views or do they reflect the general consensus 
among those with whom you have discussed the matter? 

Mr. BrockBank. We have discussed them as far as possible, 
Senator Robertson, but, frankly, we feel at this time the Government 
should do evervthing possible to stand in the background and let 
private industry do the job. And if private industry does not do 
the job and the defense effort is as necessary as it appears to be, then 
something bas to be done to get the defense job done. 

Senator Ropertson. Do you approve all of the provisions of the 
bill if amended in the manner you have just indicated to us? 

Mr. BrocksBank. Yes. sir. 

Senator Scuorepre,. Mr. Chairman, | would like to ask Senator 
Robertson to see if | am clear. I did not quite catch the implications 
of some of his questions. But does not the amount we have increased 
this bill limit itself practically to the housing in critical defense areas? 

The CHarrRMAN. It does. 

Mr. Brocksank. That is right. 

Senator ScHuorerprer. That is the thing I wanted to make clear. 

The CHAIRMAN. It says so in no uncertain terms in the bill as | 
read it, except for $360 million set aside. They have that now 

Mr. BrocksBank. That is right. 

The CHAIRMAN. It is in the reserve fund now. We are not putting 
up anything at all. 

Mr. BrockBank. That ts right. 

The CHarrMan. Are there any further questions, gentlemen? 

Senator Dirksen. | would like to ask about section 4 of the bill, 
We do increase the authorization for community facilities. 

The CHatrmMan. Yes. 

Mr. BrockBank. That is right. 

The CHarrMan. For this temporary housing that nobody built so 
far. And he suggested that be changed by changing—what title? 

Mr. Brocksank. Title 1, section 8. 

The Cuatrman. Title I, section 8, to permit the builders to build 
these houses and rent them. 

Mr. Brockank. That is right. 
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The CaarrMaNn. Rather than to appropriate under title 1V you 
spoke of. 

Mr. Brocxpank. That is right. 

The Cuarrman. That is the only cash outlay. 

Mr. Brockxsank. That is right. 

The Cuarrman. And everything else is defense housing, as I 
understand. 

Mr. Brocxsank. That is right. 

Senator Dirksen. Then the proper response to Senator Robert- 
son’s question was so far as direct authorization is concerned, there is 
direct authorization where it involves community facilities? 

Mr. Brocxpank. That is right; in the amount of $100 million, 
Senator Dirksen. 

We have made surveys over every defense area of this country, and 
we find that next to the lack of money itself for mortgages there is 
nothing that is more important, because in these little communities 
where a lot of this work is being done they have no bonding possibilities 
left. They simply have to get the money from somewhere. 1 know 
that in some of the areas they do not even have engineers. The city 
does not have an engineer to figure the program out. ; 

Senator Dirksen. Under present bank practices, what is the 
situation with respect to construction credit? If you bring in a 
dozen carloads of lumber and set them on the siding, and a carload of 
cement comes in, and two or three carloads of stone and gravel and 
other things, of course, vou have to have some construction money for 
the time when construction is in process. What is the credit situation? 

Mr. Brocksank. Generally over the country, Senator Dirksen, 
there is no problem with respect to construction credit if the builder 
has what we call a take-out mortgage where the mortgage has a final 
resting place in the secondary market. 

Senator Dirksen. Well, | was thinking about still another aspect 
of it, and that is whether it is general policy in areas where business is 
rather soft, notwithstanding further commitments vou may have, 
whether banks are tightening up a little bit on construction credit as 
such, or whether builders have an ample line of credit for all purposes. 

Mr. Brocksank. Generally we have advised our builders not to go 
ahead with work until they have a means of selling their houses, and 
also a mortgage program that will take care of the financing of the 
houses.. When the bank has a permanent place to put the mortgage, 
the builder is authorized to go ahead, and the bank also makes him 
construction loans. We have very little difficulty with respect to 
construction loans at this time. 

Senator Dirksen. Let’s go back to this matter of building codes 
fora moment. What real effort has been made to work out a uniform 
building code so that it will apply, one type of code to rural areas 
one type to smaller communities, and then a metropolitan code? — Is 
there such a uniform code that is generally acceptable to most of 
those engaged in the building industry? 

Mr. Brockspank. Well, Senator Dirksen, over the country as a 
whole there are a number of codes that cover a rather wide area. 
For instance, in the far West there is the Pacific coast building officials 
organization that writes one code for, I think, about 8 or 10 States, 
That is one example. 
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But in recent vears our organization has supported a very wide- 
spread study of building codes on a national basis that could be 
adapted to areas. 

Now you also have to adapt them to areas because of the different 
climatic conditions. You cannot adopt a code that fits Texas and 
expect it to fit Maine. That is literally impossible. But we can 
adopt a code that is flexible, that will fit Maine, and that is the 
reason | was talking about functional codes rather than specifie codes. 

Senator Dirksen. Well, my quarrel with it is that the building 
codes have been under study for at least 30 vears or more and tl ere 
has been very little action. The States have been uniformly rather 
indifferent about it, it seems to me, and left it in the main to localities 
and no technique has been worked out whereby you can pressure 
municipalities into doing it. . 

Now if vou could make a refinement in the inspection bureau insur- 
ance rates to pressure localities, you might get something done But 
my experience has been when you start to set up a code and vou have 
a hearing on it, one will agree that vou ought to have flue lining and 
another builder will say, ‘No; that is just a waste of money and you 
do not need it for safety.” 

Evervbody has a different idea about construction, with the result 
that at long last anybody who is diligent im that field throws up his 
hands and nothing is done. 

I have seen no pressure as vet on the part of the States nor on the 
part of the Federal Government, but I can envision this kind of a 
situation: The FHA in good faith will look over the plans very care- 
fully, site, everything that enters into construction, to make sure it is 
going to get a good structure on which to commit Federal credit, and 
it becomes a very useful building. But if there is no code, if there is 
no planning or no building code, it is quite possible to diminish the 
value of the property by coming in with a lot of structures right close 
by that paid no attention to building restrictions whatsoever. 

Now would it be advisable to write into Federal legislation a require- 


ment that Federal money will not be committed in an area unless 
there is compliance in the community with certain minimum stand- 
ards? 

Mr. Brocxrank. Senator Dirksen, | would sav that one of the 
reasons more has not been done about codes than what has been done 
is because they are a very technical subject. If vou have ever looked 
at a code book, even good engineers do not understand all the language. 
| find that vou usually get things done in communities by building 
a climate in which the things can be done and the enforcement 1s 
produced. But because of this technical subject it has been hard to 
use that technique in the field of codes. 

However, in many areas of this country the officials of both cities 
and States are seriously and conscientiously interested in it. I am, 
as | go around the country, trying to get our builders more interested 
in it than I ever was before. 

Let me give you an example. Recently I was in San Antonio, Tex. 
The building officials of San Antonio passed an ordinance that alter 
a certain amount of time certain buildings that had been built there 
that did not comply with the building ordinance had to be removed. 
When the time was about up, those particular buildings were simply 
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moved over the line, the city line of San Antonio, and they were 
erected there again. So it made a very serious problem there. 

So San Antonio went out and took additional areas into their city 
and immediately they had a little difficulty on their hands because 
the people that lived out in some of the raw land out in that area 
had to pay higher taxes after going into the city. So you have some 
very serious problems. 

But in my opinion this matter of codes and building restrictions is 
one that needs some very serious study on the part of not a city to do 
the work right within the boundaries of the city, but in counties and 
States so that we improve the structures that are built in our various 
cities and we improve the general information in the hands of the 
public of what a good structure is, and how to maintain it. 

We are making a real effort in that direction this year in our codes 
committee. I selected two good attorney-builders to head the codes 
committee, and they are studying the codes and attempting to put 
them in a good readable language so that lay people ean understand 
them, and ‘making a general code program that can be adaptable to 
all communities over the country. 

Senator Dirksen. Well, I would say that the principle of county 
zoning has been already established in the law of a number of States. 

Mr. Brocxrank. That is right. 

Senator Dirksen. And, as you recall, the matter came up in con- 
nection with airport construction and so forth. 

Mr. Brocksank. That is right. 

Senator Dirksen. Now the principle is this: It seems to me there 
has been some laxness in working through the State legislature and 
that they are still in the talking stage and we have not gotten to the 
stage of action. 

Mr. Brockrank. It is a slow process, Senator Dirksen, but it is 
a process that apparently, because of its technical nature, has to be 
gone at in possibly a slow manner. But I believe we are making 
some real progress, and at this point we are putting emphasis on it 
so that we can move ahead in that field much faster than we ever 
have before. We intend to insist that the codes of this country in 
every community be lived up to. 

One of the reasons why we have slums in this country is because 
the codes and the minimum standards of safety, sanitation, and good 
health are not enforced. If we can build a climate in this country 
where all men and women understand what we are talking about, 
i am sure that the codes will be enforced and we will eliminate a lot 
of the difficulty we have. 

Senator Dirksen. Well, vou put vour finger on it, and therein 
lies the Federal interest. Here we have been moving forward on 
various kinds of programs. We have heard so constantly ever since 
the first Wagner Act was introduced about slum clearance, but 
actually what you got in the country today is new slums for old. 
We go along with cheap construction for a period of 10 or 15 vears, 
and what do we have? Suddenly you have developed a new slum, 
and this becomes then a continuous process. 

Frankly, I do not agree with you at ali about the technical nature 
of the building codes and how difficult it is. I am not a technical 
man, and yet in 2 vears, out of the best codes in four or five States, 
I fashioned a building code for my town, and I did it almost single- 
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handedly on a portable typewriter. It can be done. I do not think 
vou need all the engineering talent in the world to do it. But I think 


what we do need today is a little more interest in that field on the 
part of an organization like yours and very prince pally through the 
State legislatures 

I would hesitate to include the Federal Government in that field, 
but, on the other hand, we are committing here billions of Federal 
ere lit, making millions of federal money available for slum clearance, 
only to discover that we are developing new slums for old over a very 
short period of time. The program the. finally defeats itself, 

Mr. Brockpank. I| agree with you 100 percent. What I meant 
about the technical nature was the way that codes are presently 
written. They are not understandable by lay people. Codes can be 
written just as simply as A, B,C. They can easily say that the basis 
of tiis code is to meet minimum standards of safet’, sanitation, and 
goo! health, and you have pretty near said the whole thing. 

Senator Dirksen. That is richt. 

Mr. Brocksank. It can be made very simple, but in the past it 
has not been made that way. It has been an engineering statement 
from beginning to end that lay people did not understand. 

The CHatrmMan. Any further questions, Senator Dirksen? 

Senator Dirksen. No. 

The Cuairman. We thank you very much, Mr. Brockbank 

Mr. Brocksank. Thank you very kindly. 

The Cuarrman. Mr. Clarke 


STATEMENT OF W. A. CLARKE, REPRESENTING THE MORTGAGE 
BANKERS ASSOCIATION OF AMERICA 


Mr. CLarke. My name is W. A. Clarke. I am representing the 
Mortgage Bankers Association of America. It has about 1,809 
members consisting of the principal mortgage lenders in the United 
States. 

Senator Ronertrson. Mr. Chairman, I have to leave very shortly 
to go to Princeton, N. J. to appear with a group of Democratic candi- 
dates for the Presidency seeking the electoral vote of New Jersey. I 
will represent my mighty fine friend Senator Russell at that perform- 
ance. 

I would like to stay and hear all of this testimony, but if I may ask 
this witness just one question before I have to leav: 

The Cuarrman. You may do that. Under the circumstances you 
certainly may. 

Is there objection? The Chair hears none 

Senator Ronerrson. Does your organization endorse this bill with 
or without amendment? 

Mr. CLarkE. We are opposed to the majority of the bill, Senator 
Robertson. 

Senator Ronertrson. That is what | was afraid of 

1 am sorry I cannot stay to hear you explain why you are opposed 
to it, but 1 will read this. 

Mr. Ctarke. That is fine. 

The CuatrmMan. Proceed. 
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Mr. Crarke. I want to talk first about the portions of the bill 
that we approve, namely, the additional insuring authorization being 
given to FHA of a billion dollars. 

In our opinion it is necessary to continue FHA in proper operation. 

Senator ScHoepper. I did not hear you. Did I understand you 
to say that that billion dollars was not necessary? 

Mr. CLarke. No; it is necessary to keep FHA in operation. 

Senator SCHOEPPEL. I see. 

Mr. Cuiarke. As an insuring authorization. It is an insuring 
authorization and does not require any cash from the Federal Govern- 
ment. 

The CHAIRMAN. What is that? 

Mr. Cuarke. | say the billion dollar increase in insurance author- 
ization to FHA does not require cash from the Government. It is a 
pure insuring authorization, and we approve of it in order to keep 
what we consider to be an extremely good Government agency con- 
tinuing in operation. 

There are other provisions in connection with the bill such as the 
extension of the National Housing Act to Guam. and what not, on 
which we have no comments. 

The one that we particularly want to talk about, however, is the 
additional appropriation of funds of $1,300 million. 

The CuarrmMan. As I understand, this extension to Guam was FHA. 

Mr. Crarke. That is right. 

The CuHarrMaANn. You believe in FHA in America but not in Guam? 

Mr. Ciarke. I said we had no comments about that. 

The CuarrmMan. Oh, I thought vou said vou objected to it. 

Mr. Crarke. No. The other items in the bill, we have no comment 
to make on except 

The CrarrmMan. How about Alaska? 

Mr. Crarke. It is perfectly all right so far as we are concerned. 

The CHarrMAN. Then what vou are opposed to is FNMA? 

Mr. Crarke. We are opposed to any further appropriations to 
FNMA of any kind. 

The CuarrMan. You mean authorizations, not appropriations. 

Mr. Crarks. Well, authorization 

The CuarrmMan. Authorizations vou are opposed to? 

Mr. Crarke. That is right. The billion three hundred million for 
Fannie May. 

The reasons we are opposed to it are two: No. | is that in our opin- 
ion it is an inflationary item and is a heavy drain on the Federal budget 
at a time when the Federal budget is having enough difficulties with- 
out having this added to it. 

The second one, and the most important one, is that we feel there is 
no necessity for it. 

The CuarrMan. The testimony here was that there was necessity 
for it because there have been very few houses built in the defense 
areas, the critical areas, and very few starts. | think Mr. Foley stated 
yesterday that of the 16,000 starts, 11,000 were FNMA. 

I would have been opposed to FNMA extension myself except that 
I understood from the Military and understood from Mr. Foley and 
others we are lagging way behind on defense housing. ‘That is the 
testimony. 
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Mr. Crarke. That is unquestionably true, Senator Maybank. 

The CHAIRMAN. How can we get around it? 

Mr. Ciarke. It is a very simple matter in our belief. The defense 
housing program does not differ from that of any other kind of a pro- 
gram. It is a pure outright sales affair. 

If you were going to sell anything, potatoes, or shoes, or whatever 
it may be, you would have to produce in the first place the proper kind 
of a product, and it would have to be priced right. 

The major difficulty with the whole program at the present moment 
is the interest rate. 

The CuairMan. Now if you raised one Government agency rate, 
why not raise all? 

Mr. Ciarke. That is our opinion. 

The CHatrMan. If you do raise the interest the taxpayers will pay 
more. 

Mr. Crarke. I do not follow you. 

The Cuatrman. If you are going to raise FNMA rates, the FHA, 
and the veterans, and the bond interest—and they are down to 97 
now—the taxpayer, instead of paying six, pays $7 billion in interest 
on the Government debt. 

Mr. Cuarke. May I read to you from the Wall Street Journal? 

The CHairMan. Certainly. 

Mr. CLuarke. Of April 30, in which, in commenting on the changes 
the changes are the increases in rates in the new J and K series savings 
bonds—“‘Secretary Snyder said the purpose was to keep up with the 
times. He expressed the hope that the new terms would attract 
investors.” 

In other words, the point that I would like to make in connection 

The CuarrMan. Well, I do not know what those specific bonds are 
selling at. 

Mr. CiarkeE. Those bonds are replacing a 2), percent with a 2% 
percent rate. 

The CHarrMAN. Selling at 97 or something like that. 

Mr. Cirarke. That is completely different. 

The CHarrMan. I said I did not know, that is why I asked you. 

Mr. Ciarke. That ts right. 

Now it is our opinion that the entire money rate structure of the 
country has gone up, and the reason the private investors are not 
buying either defense housing mortgages or those of veterans is that 
the rate is not adequate. 

Now if you will refer to the statement that Mr. Richards made in 
the Round Table of February 

The Cuarrman. Of course they have the authority to raise interest 
rates right now. You do not need legislation. 

Mr. Ciarke. That is right; not a bit. [Reading]: 


Insofar as the interest rate is concerned, I have never felt there was any 


alienable right on the part of anvone to a certain rate. I have felt the FHA 
program is a purely voluntary program, and to make it effective and workable it 
had to provide an equitable and effective rate. And when I say “effective,” I 
mean a rate that will bring the money out, a rate that is competitive. We set 
414 percent under section 903 because we felt it was an effective rate. I think, 


considering all the factors involved, it has thus far been a reasonably effective rate. 


But from my point of view and from that of the Mortgage Bankers 
Association, an effective rate is one which produces the money. 
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Senator ScHorpPe.. Would that be inflationary? 

Mr. Criarke. No, sir. Chairman Martin of the Federal Reserve 
Board at the round table testified it would not be. 

It is a pure matter of pricing a commodity, and the pricing that 
has been put on both the FHA and VA mortgage has priced it out of 
the market. And so, therefore, the Government is being asked to 
supply the funds to take the place of it and to support an uneconomic 
rate of interest. 

The CuHarrmMan. The insurance companies said at that hearing, 
regardless of the interest rate, they were not going into defense areas. 

Mr. Crarke. I would question that they meant quite that, Senator. 

The CHartrMan. That is what they said. I would not want to 
misquote the insurance companies, but they said they were not 
going into it in any large extent. 

Senator Scnorepre.. I gathered the impression it would be unat- 
tractive to them. 

The CuarrmMan. From the standpoint of servicing loans in areas 
away from the centers of population, they said it costs more money, 
as I understand it, and said they were not sure of depositors’ invest- 
ments in these areas and they might have to foreclose and lose the 
money of the policyholders. 

Mr. Ciarke. Senator, if I may, I think the round-table discussion 
in February clarified a number of points on title IX as far as the in- 
surance companies were concerned. 

Mr. Richards and Mr. Foley | thought very ably presented, and 
they have since presented on a number of occasions, very ably in my 
opinion, and that I think of many other mortgage men, the care with 
which that program is being put together, and I think that there is 
evidence that some of the fears of ghost towns and so forth have been 
dissipated. 

The CuHarrmMan. I am glad to hear that, but there was a fear at that 
time. 

Mr. Cirarke. That is right. There was not any doubt of it. But 
the whole problem is one in which lenders are simply not looking at 
Government insured mortgages for the very simple reason that they 
are able to get higher yields in other types of securities. 

Now if the rate of interest in these things was made attractive, 
it is our opinion that investors would look at them and would seek 
that type of investment. 

The CHarrMan. The market has improved some since February, 
I think. 

Mr. Ciarke. That is correct. 

The CHarrman. Not, perhaps, because of the round-table con- 
ference, but I mean it brought some good points out. 

Mr. Ciarke. That is right. 

Senator ScHorprpeLt. What minimum would you suggest on those 
interest rates? 

Mr. Ciarxke. Well, the present FHA interest rate on section 903’s 
is 44% percent. I would suggest it be increased a quarter of 1 percent, 
which can be done under existing law, to 4 percent. 

The section 908 rate I think might temporarily be left where it is, 
which is a 4-percent rate. The veterans program will have to go 
up at least a quarter of 1 percent. 
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The CuarrMan. Of course they have that right, as you say, under 
the law now. 

Mr. Ciarke. That is right. 

The CuarrMan. Whatever law is passed, we give them authority 
if the situation reaches such a point that it is warranted. 

Mr. Cuarke. That is right. 

The CHatrMan. They say it is not, it is getting better. I do not 
know. You know much better than I. 

Mr. Crarke. The program, I think, has arrived at the point 
definitely where either the Government has to support the market 
or the Government has to authorize an increase in rate. 

The CHAIRMAN. | agree with you on that. 

Mr. Criarke. An increase in rate in our opinion will do the job, 
and therefore there is no necessity for an appropriation of a billion 
three hundred million for this purpose. 

The CuartrMan. Then the basic problem in connection with that— 
so it will be brought out—is the lack of mortgage money in certain 
areas. For instance, the New England people testified here they could 
get all the veterans loans they wanted. 

Mr. Curarke. That is right. 

The CuarrMan. And then the Veterans’ Administration represen- 
tative testified they put through more loans on veterans housing, I 
think, in the month of January than any other month, or as many. 
On the other hand, they testified in some areas it is a basic problem 
and no mortgage money is available in comparison with what would be 
available in the big centers. 

Mr. Ciarke. A week ago I was in both Seattle and in Los Angeles. 
The most stringent shortage of funds is in the west coast and the 
Southwest, the spots where money has to be piped long distances 
from the East. 

I can assure you as a result of my own investigation in both terri- 
tories that the veteran is being done a real disservice by continuing 
the rate as it now stands. He is being done a disservice in either of 
two ways: Either he is having denied to him housing because he cannot 
buy a house with a VA mortgage—and a VA mortgage is a very scarce 
article in all of those areas—or the builders are getting that VA 
money by selling the mortgages at very substantial discounts, and 
these discounts have to be paid for by the builder who, in — let’s 
not be naive about it—must have sufficient profit in it to pass on, 
and the veteran in turn is paying for it. 

Senator ScHoEpPEL. Now in some of these areas the interest rates 
were raised and they did not come in even then. Do you not think 
in the interest of safety and practicality that we ought to have some 
flexible arrangement for governmental agencies to buffer these loans 
and to go into these areas? 

Mr. Cuarker. Senator, I think that has been prettv much taken 
care of already. There is an appropriation of $150 million which has 
been made for direct lending to the Veterans’ Administration. 

The CHarrMan. We increased the revolving fund, as you know, 
last week. 

Mr. Cuarke. Yes. That is being used pretty largely in small and 
rural areas which are extremely difficult for the large lenders to 
service. 
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There should be in Fannie Mae, money to take care of those iso- 
lated spots where money may be scarce, by the simple process of 
revolving—that is the mortgages that are currently being paid off 
either by amortization payments or full pay-offs. 

But it is a pure question of rate. And if rate is made adequate, 
this appropriation is not necessary, and it is our opinion that the rate 
should be raised to the point where the product Is a completely 
salable product. 

Let us take another illustration. Let’s take the public-housing 
bonds. 

When FHA wants to issue public-housing bonds, do they set a fixed 
rate there on it and then ask the market to buy it? They do not. 
They ask the market to bid on them, and the bonds are sold to the 
lowest bidder. And there should be some such procedure as that 
worked out in connection particularly with defense housing in our 
opinion. Certainly the interest rates on VA mortgages should be 
increased to make them marketable. 

Then, if that is done, it is our opinion there is no need for additional 
funds to Fannie Mae. 

The CuatrMan. Have you finished? 

Mr. CLtarke. Yes, 

The CHatrMan. Any questions? 

Senator Dirksen. Is it vour notion that authority ought to be 
conferred upon the Administrator to fix that rate de ‘pe nding upon the 
market conditions, or should a fixed rate be written into the act? 

Mr. Ciarke. Well, he already has in both cases authority. Let’s 
take the Veterans’ Administration as an illustration. The legislation 
is already in existence which will pen.'t that rate to go from 4 to 4% 
percent with the approval of the Secretary of the Treasury and the 
Administrator of Veterans’ Affairs. 

It would be a very simple matter for them to change that rate 
upward between - t and 4% and between those two spots those loans in 
our opinion are marketable. 

Senator Dirksen. Your notion is that the authority will not be 
ee unless it is written into the act? 

Mr. Cuarke. No; not necessarily. But IT am reasonably certain 
it will not be exercised unless this committee te Ils them to do so. If 
this committee told them to do so, I think they would raise the rates. 

The Cuarrman. You have always been frank and fair with us, and 
I have always appreciated your testimony even though sometimes we 
have disagre ed, 

Mr. Ciarke. That is right. 

The CuarrMan. Some of the members of vour organization do not 
agree with you on this. Am I wrong in that? 

“Mr. Ciarke. If there are many, I do not know it. For example, 
the statement that the Mortgage Bankers Association filed after 
the ore. 

The Cuarrman. I just meant some individuals, not the association. 

Mr. Crarke. Let me answer that for you, if | may. That state- 
ment that was filed was sent after that to every member of the Mort- 
gage Bankers Association. We had many letters of commendation. 
We had only one out of our entire memberskip who complained about 
it. 
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The CHarrMan. Well, I have received a number of communications 
as I recall. I do not have them here now, but I am going to ask 
Mr. McMurray to look for them during the recess. 

Some of them may not have taken issue with that statement you 
refer to in the February meeting, but some of them have approved 
of this extension of FNMA. 

Mr. Ciarke. | have no doubt that some of them have. Senator, 
lew’s be perfectly clear 

The CHarrMaAn. I understand. I said how just and fair vou always 
were. But you always have differences of opinion in any large organi- 
zation. 

Mr. Crarke. In our own business we have sold mortgages—in my 
own business—to Fannie Mae. Fannie Mae is, from a point of view 
of someone in the mortgage business, a bonanza. It is a lead-pipe 
cinch. You simply go out and buy. 

The CuarrmMan. Of course if you do not use it, 1 do not know 
what we are going to do to get housing. 

Mr. Cuarke. | can understand how some of our members might 
like to have an easy existence. We do not believe that is the way this 
business should be run. 

The Caatrman. Mr. MeMurray tells me, in keeping with what 
you said, there are lots of letters in here from Detroit, Texas, and 
California asking for more authorization for FNMA. 

Mr. CriarkKe. Yes. The situation is very bad in the Southwest 
and far West. 

The CyHatrmMan. Texas and California. But not New England. 

Any further questions? 

If not, the committee will recess until 2:30. 

(Whereupon, at 12:10 p. m., a recess was taken, to reconvene at 
2:30 p. m. of the same day.) 


AFTERNOON SESSION 


The CuarrMan. The committee will come to order 

Mr. Shishkin, vou have a statement which vou would like to make 
a part of the record? 

Mir. SHisHkin. Yes, sir; | would like to present a statement, Mr. 
Chairman 

The CuarrmMan. Do vou want to high-light it or make it a part of 
the record? 

Mr. SaisHkin. It isa very brief statement. I would like to identify 
myself for the record first, Mr. Chairman. 


STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING COM- 
MITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Suisukin. My name is Boris Shishkin. 1 am secretary of the 
housing committee of the American Federation of Labor. Ll would 
also like to state that the American Federation of Labor has had not 
only general policy concern on the questions of housing, but has had 
an active program not confined only to its national headquarters and 
national organizations, but also providing for active participation and 
representation throughout the country through local housing com- 
mittees. These are generally set up in connection with our central 
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labor unions in various cities around the country and also through 
committees dealing with housing of our various national and inter- 
national unions. 

We are generally concerned here with the same set of problems I 
have had occasion to study in other capacities in which I have had 
some responsibility to serve on behalf of my organization. I have 
served as an alternate to President Green on the National Labor 
Management Advisory Committee on Manpower Mobilization. Be- 
fore that committee, which meets every 2 weeks, we have reviewed 
problems involving manpower mobilization, the need for housing and 
for community facilities as the deferse-mo bilization program has pro- 
gressed. The Administrator of the Housing and Home Finance Agency, 
Mr. Foley, has been invited by the committee to come periodic ally 
before the committee and bring to us current reports of the situation. 
So we have been in a position through participation in that committee 
to keep close track of the current need and to evaluate from various 
sources brought to it from various Government agencies the informa- 
tion that comes to us from our own sources and through our own 
organizations. 

The Cuatrman. Manpower is very critical, particularly in these 
defense areas where the lack of housing has been acute. 

Mr. Suisuxin. That is right. 

The CuarrMan. And the turn-over is rather large. 

You have got a big organization down at the Savannah atomic 
energy plant. You did have in TVA. Just make a few remarks 
about the turn-over. 

Mr. Suisukin. I was just going to mention that. I was also going 
to mention the fact that my activity in this has not been confined to 
the executive branch of the Government. I have been serving on a 
panel recently appointed by the Joint Committee on Atomic Energy 
on the legislative side. As a matter of fact, the day after tomorrow 
our panel is going on a trip to investigate the situation in the Savannab 
River area and its vicinity. Iam glad that we will have as a panel 
an opportunity to evaluate the situation there as a whole inasnuch as 
on the organizational side we have received many reports of the 
special problems that have arisen insofar as they affect the workers 
who are engaged in the construction and development of this very 
vital—one of the most vital—projects this country has under way. 

Since the beginning of the Korean war, the American Federation of 
Labor has reveatedly called attention to ean critical need for housing 
and community facilities in defense area Since then the American 
Federation of Labor has continued to sabaiaaaiiae the need for a large- 
scale defense-housing program which would make available housing 
for defense workers at the time when new defense plants begin overa- 
tions. At its most recent meeting in February 1952, the executive 
council of the American Federation of Labor unanimously adopted a 
declaration which concluded as follows: 

Adequate housing for defense can no longer be postponed. The delay in aitack- 
ing this program has already been costlv in terms of manpower and production 
cost to the defense program. The success of the entire rearmament effort will be 
jeopardized unless Congress acts now to meet the Nation’s critica! housing needs.” 

I am submitting the full text of this declaration at the conclusion of 
my statement. (See p. 112. 

Senator Frear. That will be made a part of the record. 
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Mr. Suisuxin, The American Federation of Labor supports S. 3066, 
the bill now under consideration. We feel strongly, however, that in 
the face of the acute need for housing in defense areas all over the 
country the proposed program is unlikely to provide a sufficient volume 
of housing at rents that defense workers can afford to pay. 

The bill authorizes an additional $1 billion for FHA mortgage 
insurance and $1.3 billion of mortgage purchasing authority to the 
Federal National Mortgage Association. It is clear that like the 
Defense Housing Act of 1951, the present proposal would rely pri- 
marily on providing special aids for private builders of sale and 
rental housing in the hope that they would be able to meet housing 
requirements in defense areas. 

In our opinion, there is nothing in the record of private builders 
of housing in defense areas to date to warrant this hope. According 
to the latest figures of the Housing and Home Finance Agency, as 
of April 16, 1952, 80,095 units have been programed. Of these, only 
12,618 have been started and 1,166 completed. Of the completed 
housing only 672 were rental units and 994 were for sale 

The Cuarrman. How many of those are under FNMA? 

Mr. Suisukin. A very large proportion. 

The CuarrMan. It was testified here yesterday, I think, that they 
had 16,000 as of yesterday and 11,000 under FNMA. That is what 
Mr. Foley said. 

Mr. Suisuxin. That is right. Of the completed housing, however, 
only 672 were rental units and 994 were for sale 
of housing units completed. 

The CuarrmMan. How do you all feel on the rental units? 

Mr. Suisukin. We feel there is a tremendous need, particularly 
when the mobility of labor is very great, to have access to rental 
housing. 

The CHarrMan. We had a gentleman testify here this morning, 
Mr. Alan Brockbank, who suggested certain changes in title I, section 
8; that if we perhaps give a little leeway there on rental we may do 
better. I have never heard any complaint from the American 
Federation of Labor, the fellows who move in and out, about renting. 
[ have heard complaints that rents are too high. That is a matter 
for Rent Control. You all wouldn't oppose a change to that title 
to get the builders to build more rental units? 

Mr. Suisuxin. Mr. Chairman, it depends on how you attain the 
end. There have been several formulas used before in order to make 
rental housing more attractive. 

The CHAIRMAN. Suppose you write me a letter. Suppose you 
read his testimony and give me the American Federation of Labor’s 
thoughts on what he said. I haven’t studied it either. All I told 
him was when the committee took up the bill they would give con- 
sideration to his thoughts to get more of these houses started, pro- 
vided we amend title I, section 8, in which rental units would be 
more available. 

Mr. Suisuxin. I would be glad to submit comments on that. 

(The following was submitted in response to the above:) 


That is the number 
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SUPPLEMENTARY STATEMENT ON Hovustne Act oF 1952 By Borts SHISHKIN, 
j Secretary, Housing CoMMITTEE, AMERICAN FEDERATION OF LABOR 


On May 6, 1952, Mr. Alan E. Brockbank, president of the National Association 
of Home Builde ‘rs, in his testimony on 8S. 3066 made the following proposal: 

* * * “We recommend that FHA title I, section 8, be amended to permit 
the insurance of mortgages up to 95 percent of cost where the principal amount of 
the loan does not exceed $6,000 on houses for rent or forsale. It should be further 
amended to provide for mortgage-insurance commitments on rental properties to 
individual or corporate borrowers. This would make available for rental pur- 
poses this section of FHA operations.” 

At present, title 1, section 8 provides for 95 percent insurance on mortgages for 
sales housing not to exceed $4,750. The FHA Commissioner is authorized to 
increase this amount to $5,600 in high-cost areas. The effect of Mr. Prockbank’s 
proposal would be to increase the maximum mortgage arount for all areas to 
about the level which is now permitted in areas designated by the Commissioner 
as high-cost areas. 

There has been a very meager experience vith housing constructed under title 
I, section 8. However, we do know that much of the housing that hes been con- 
structed under this provision has been of a verv shoddy character. 4 Ithough the 
present legislation does not so direct, the FHA Commissioner has established 
extremely loose minimum-construction standards and property requirements for 
builders operating under this program. 

The minimum stancercs recuired under title I, section 8, are thus extremely 
inadequete. The Americen Tederation of lebor hes in the pest criticized the 
minimum stendards set by the ] HA in its other programs. We have felt that 
they have not provided suff cient protection to home owners and renters either 
from the stardpoint of edecuete spece or from the standpoint of quality cf eon- 
struction. Certainly, if the THA standerds on its other programs sre inedequete 
the much looser stencercs esteblished for the title I. section 8 program leave the 
home owner or renter with virtvally no protection whatsoever. 

We can see ne reason to encovrace builcers to construct such subminimum 
houses for workers moving into Cefense erees. These workers who are making 
real sacrifices in the service of the Netion are entitled to Cecent housing. They 
should not be forced to live in the tyye of sutstancard houses which are likely to 
be constructed by builcers opereting uncer title J, section 8. 

In ovr opinion, there is no ivstifecetion for insurance of mortgages up to 95 
percent at the present tine. Experience bes shown thet when mortgage insur- 
ance reeches such bigh proportion of the rortgege it means in ell too many ceses, 
that the builcer ectvally rakes a proft on the wortgave itself. We, therefore, 
oppose inereese of mortcace irsurance to thet level. Put if any corsiceration 
should be given to insvrence of morte ges up to 95 percent on horses costing about 
S6,0C0, this should be Cone under title [X rather than under title I, section & so 
thet defense workers would have the pretection of the minimum construction 
standares and property requirements estabiished under title TX. 

We doubt that homebuilders seeing this amendment would be satisfied with 
95 pereo t mortgace insurance for $6,000 hovses under ‘itle IX because it would 
not ;ive them the opportunity to | vild shacks end shell houses such as those 
that have al'eady been b: ilt under title I, section 8 There can be little doubt 
that the proponents of this proposal are inter t on dive ting attention from their 
real purpose, which is to eliminate the very mocest authorization contained 
S. 3966 for publicly fimaneed moderate rental defense housing. 

We see no evidence that, even if this proposal were adopted, builders would 
construct decent rental housing at a cost of $6,000. We hope that the committee 
will reject this proposal advanced by the National Association of the Home 
Builders, 

We feel very strorgly that even if such a proposal were to be adopted, it would 
still be essential for ‘he Congress to authorize at a very minimum the additional 
$200,000,000 for publicly financed moderate rental defense housing as now pro- 
vided for in 3. 3066. We hope the committee will so recommend. 


The Cuarrman. There are a lot of your people working on the 
Savannah River project, and they have gone in for this construction. 
I hate to talk about ~ own State, but being more familiar with it and 
seeing so much of it, | refer to that. 

Mr. Frear. “Pe Shishkin just made a statement that he is on the 
panel that is going down to the Savannah River project tomorrow. 
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Mr. SuarisHkin. This week end, that is right, with a panel appointed 
by Senator McMahon, the chairman of the Joint Committee on 
Atomic Energy. 

The Cuarrman. We have been there. When I say I have been 
down there, of course, | come from there. The Banking and Curreney 
Committee went down there February 22. . 

Mr. Suisokin. We have heard a great deal about the problems 
surrounding these projects, of course, from the workers whom we 
represent and who are employed in those areas. 

The CaarrmMan. Of course. 

Mr. SHIsHKIN. Our concern, Senator, in connection with rental 
housing is this 

The CuatrMan. I wouldn’t ask vou to comment on something vou 
hadn’t seen, that I just heard this morning. I can’t comment on it 
myself. 1 suggest, if it is agreeable to you, that vou read what he 
said and comment on it. 

Mr. Suisukin. | wasn’t going to comment at this point, but ] 
would like to indicate our general position on this, because I think that 
is rather important. The American Federation of Labor’s policy has 
been throughout that we feel that the chief ultimate objective of every 
American family is to have a home of its own and obtain home 
ownership under the best economic conditions. 

The CHarrMan. Our committee agrees on that, but when you 
move 50,000 in and later go back to 15,000, those conditions would 
not normally exist. 

Mr. Suisukiy. I think we are very much in agreement. One of the 
problems that seems to us outstanding is that there are far too many 
workers, hundreds of thousands of them, who have been shifted not only 
to the verv urgent emergency jobs of this kind, but have shifted to 
perform productive work in many places of employment related to the 
utilization of private-enterprise facilities. For strictly emergency 
purposes, these people are on the move. They are moving around, 
and for them to involve themselves in home ownership under those 
conditions would certainly be placing them under hardship. It would 
also place in jeopardy the values involved in the acquisition of the 
home and would not be in the public interest. 

The Cuatrrman. That is true. 

Mr. SaisHkin. On the point | was making just awhile ago that the 
record of private builders themselves in the housing and defense area 
shows there has been a very serious lag. I would also like to add a 
point that the chief problem from the standpoint of the worker, who 
in the final analvsis is the one that is served by this program, is that 
housing be developed for him to accommodate his need, and that is 
why the program was devised. But the average wage earner does not 
benefit from the provisions for Federal assistance, Federal insurance, 
and guaranties of the housing that is bevond his financial need. 

If allowance is made for heat and utilities, rental housing in most 
areas will involve monthly housing costs ranging from about $80 to 
$95 a month. The sales housing generally runs about $9,000 to 
$11,000 and thus will involve a total housing cost ranging from about 
$90 to $110 a month in most areas, and in some areas upward of $105 
a month. 

Yet, a worker should not be expected to pay any more than 1 week’s 
pay for his total monthly housing expenses. In March 1952 average 
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weekly earnings of workers in manufacturing industries were only 
$67.20 a week. Earnings of workers in some of the other industrial 
categories were even lower. Clearly, the houses that are being built 
by private builders with special Government aids in the defense areas 
involve far too high a cost for most defense workers. 

I just want to add one point, Mr. Chairman, so as not to be mis- 
understood. We recognize that all of the programs that are provided 
involve private builders. There is nothing in the United States that 
is being built without the full use of private building enterprise as 
such. What I am referring to when I say private builders are those 
who at their own choice, on their own initiative, are making provision 
of the kind of housing they choose for a particular housing market. 
These builders are given insurance, guaranties, and other safeguards 
against risk by the Federal Government without any safeguards what- 
soever that in any Way might protect the purchaser or user of that 
housing. 

Reports received from our affiliates in areas where there h 
expanding defense production also indicate that workers coming 
into these areas have had to put up not only with acute housing 
shortages, but also with estremely inadequate Sanitation, educational. 
and other conditions because of a lack of adequate community 
facilities. They have thus not only been unable to find decent housing 
at rents they could afford to pay but have also found the community 
facilities far too heavily overburdened to handle the increased popula- 
tion. 


as been 


We therefore Support most vigorously as the most important part 
of the bill, the Provisions in S. 3066 Which would increase the authori: 
zation for publicly financed defense housing to $250 million and the 
authorization for community facilities to $160 million. 

We feel, however, that these authorizations are far from adequate 
to meet the demonstrated needs in defense areas. Even with this 
additional authorization a total of only 25,000 to 30.000 moderate 
rental units could be built for the entire Nation to meet the housing 
needs of the workers who are unable to afford the high rents and 
selling prices involved in most of the construction under the FHA 
title IX program. Woe believe that a minimum of 50.000 moderate 
rental units are needed for lower- and middle-income defense workers, 
and we urge that the authorization proposed in S. 3066 be increased 
to permit that number of units. 

We would also urge an increase in the funds authorized for com- 
munity facilities in defense areas. The failure of the proposed author- 
ization to permit such important community facilities as day-care 
centers to take care of children of working mothers, is in itself a clear 
indication of its inadequacy, 

As I understand it, there has been no proposal of that kind. 

The CuarrMan. We had that in the last authorization passed by 
the Senate, as you recall, but the House Appropriations Committee 
said no funds should be used for such purposes. We couldn’t do a 
thing about it. 

Mr. Satsuxin. I want to emphasize that the need is still there. 
We hear from the workers engaged in that activity that it involves 


the question of coming on a temporary job and getting back to their 
home in order to earn a little money as distinguished from their 
ability to come to the job, bring their fami] 


y along, and look toward 
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the prospect of further employment once the plant is completed, is 
developed, and the production increases. That makes the world of 
difference. Unless those facilities are provided, unless they are sure 
there may be a possibility for them to take care of their very mini- 
mum needs, to take care of their children, to take care of their families, 
that movement of workers to these areas does not take place. As you 
know, there has been a great reluctance on the part of many workers 
to come to these critical areas, and involved is a question of providing 
special inducements in order to bring them down, which, of course, 
are justified in the case of the workers. 

Our survey of developments in the housing field in recent years 
makes dramatically clear one central fact: The charactierstic of the 
entire housing program since the outbreak of the Korean war has been 
its neglect to place primary emphasis on providing housing to meet 
needs, that is, adequate housing that defense workers could afford 
to pay for. The unwarranted attack on the low-rent public housing 
program, despite the proven need of low-income families for decent 
housing which would enable them to get their children out of the 
slums and into a healthful environment, has proved the greatest 
disservice to the Nation. 

It is also deeply disappointing that the middle-income housing 
program, approved by this committee in 1950, has been ignored in 
the past year and is not included in the present legislation. All told, 
about 1,100,000 dwelling units were built in 1950 in the country as a 
whole, and about the same number is likely to be built this vear. 
With over-all housing construction at almost a normal rate, we can see 
no reason for this failure to meet the needs of middle-income families 
who are unable to afford the high-priced, high-rent houses constructed 
by private builders under the existing program. We cannot believe 
that it is the purpose of this Congress to encourage the construction 
of luxury homes at the expense of modest dwellings in the midst of 
defense mobilization. We urge this committee to give serious con- 
sideration to the enactment of legislation to provide low-interest, 
long-term loans to cooperative and other nonprofit groups to permit 
construction of housing for middle-income families within their means. 

In closing, I should like to urge this committee to call for a return 
of the housing program to the basic principles enunciated in the 
Housing Act of 1949. As more materials and manpower become avail- 
able for housing construction, the American Federation of Labor urges 
that the resourcés of the housing industry be directed to meeting the 
most pressing housing needs. This means: 

Authorization of sufficient funds to provide adequate housing in 
defense areas at rents that defense workers can afford to pay and all 
necessary community facilities. 

2. No cut-beck in the 135,000 units for low-rent public housing au- 
thorized in the Housing Act of 1949. 

The CHarrmMan. Of course, this committee hasn’t anything to do 
with that. It is a matter for the Appropriations Committee. We 
didn’t cut it. The law is there. We can only authorize; we can’t 
appropriate. I just want the record to show that. We passed a law 
in 1949, as vou testified. 

Mr. Suisukin. | appreciate that, also. I would like to appeal 
the sense of paternity of the committee toward its offspring. The 
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responsibility doesn’t end in bringing the offspring into the world, but 
you have to raise him. 

The CHatrMan. That is where the money is. 

Mr. SuisHkin. I think that the good provider, the Committee on 
Appropriations, might be called upon to see that the child doesn’t 
starve and die after it has been brought into the world by this com- 
mittee. 

The third point is this: A program of low-interest, long-term loans 
to cooperatives and other nonprofit groups for housing for middle- 
income families. ! 

This committee has voted out and secured the passing in 1949 of 
broad and fundamental legislation that would go to the real essence of 
the problem confronting the country today. That must not be al- 
lowed to be forgotten in 1952. This is one of the most crucial areas 
in which the recognition of the need deserves very urgent considera- 
tion. 

We urge the committee to give full weight to these suggestions in 
drawing up the legislation it will recommend for enactment. 

| want to say in closing just one last word, Mr. Chairman, and that 
is that the Senate Committee on Banking and Currency has accorded 
us at all times a real measure of understanding and attention. We 
appreciate that very much, and I think that our membership knows 
that. We know that a great deal that has happened in this country 
in changing the conditions and providing improvements has come from 
this committee. ‘This is a heritage, I feel, that must not be laid aside 
at a time when the very essence and character of it calls for states- 
manship. ‘The task that we have on hand, iirst and foremost, which 
deserves immediate priority is to back up our defense effort. We 


mustn't forget at the same time that there is not very far away a day 
that we might designate as “VP-day,”’ victory for peace day. Once 
the defense program accomplishes its purpose, we are going to be 
confronted with nonproductive industries in defense and providing 
facilities for them to maintain full employment. 

‘| he appendix to the statement of Mr. Shishkin follows: ) 


STATEMENT ON Housinc Apoprep UNANIMOUSLY BY THE EXxecuTIVE CouNcI! 
OF THE AMERICAN FEDERATION OF LABOR FEBRUARY 4, 1952 


A growing weakness in the nationel defense program threatening to undermine 
the defense-production effort is the failure to provide housing for defense workers 

Defense housing is not a nonessential luxury. It is as important a requirement 
of the defense program as the copper and steel used to produce the implements 
of war. World War II experience provides ample warning that the defense 
prorram would be seriously hampered unless workers moving into mushrooming 
defe»se areas could find adequate housing for themselves and their families. 

These are known facts, but the record to date shows they have been largely 
ignored, Congress did not enact the so-called defense-housing bill until the late 
summer of last vear—more than a whole vear after the outbreak of the Korean 
war. Its provisions are shamefully inadequate. It placed primary reliance on 
a program of special aids for private builders of seles and rental housing in defense 
areas. Even while the bill was being considered, it wes clear that the monthly 
cost of the units to be construeted would be far more than most defense workers 
could afford. Provision for publicly financed construction of moderate-rental 
defense housing was so limited as to authorize construction of only about 5,000 
such units for the entire country. 

This pitifully inadequate action bas thus far produced practically no defense 
housing. It is clear that the units that will eventually be constructed by speeu- 
lative builders, assisted by the special aids contained in this act, will produce 
houses far too high-priced for most defense workers. 
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Only about 300 privately built defense-housing units have actually been com- 
pleted. An additional 2,500 are now under construction and a total of about 
67,000 are scheduled for construction. 

The President’s budget message reflects the hope that 275 to 300 thousand more 
units will be programed for the next 18 months. Experience to date provides 
no ground for believing that this hope will be realized. But even if that meny 
units were constructed by speculative builders in defense areas, they would require 
monthly payments far beyond the financial reach of most defense workers. 

Congressional appropriations for publicly financed moderate-rental defense 
housing have been so low that they are being used exclusively for trailers and other 
temporary housing. Even so, only about 5,700 units of this tvpe have been 
planned for 25 areas. Our experience during World War II makes it certain that 
such makeshift housing will be extremely unsatisfactory 

While the critical need for defense housing has been largely is d, the resources 
of the housing industry have been devoted largely to the construction of high- 
priced luxury housing 

At the samc time, with the encouragement of the real-estate lobby, the reaction- 
ary coalition in Congress almost succeeded in killing low-re1 iblic housing which 
provides the only means for low-income families to obtain decent homes. Congress 
actually placed a limitation of 50,000 units a year on that program although in 
the Housing Act of 1949, 135,000 units a year had been authorized. 

Congress did not even consider the urgent need for a housing program for middle- 
income families despite the enthusiasn which this AFL-initiated prozram gener- 
ated in the months just before the Korean war and the urgent need for it. 

America needs a housing program geared to the requirements of the defense 
emergency The cut-back in materials which has recently been announced 
emphasizes the necessity to utilize the skilled working 
available for housing construction to meet Our most urgent housing needs. The 
AFL therefore calls upon the Congress to adopt the following minimum housing 
program: 

1. Provide a genuine defense-housing program to provide moderate-rental 
homes for defense workers—if possible, by private builders, but if not, through 
publicly financed construction. The President’s request for funds to build 10,000 
units of moderate-rental units before June 30 and about 35,000 during the fiscal 
vear 1953 beginning July 1, 1952, represents a good start However, there is 
every evidence that many more units of this type will be needed if defense workers 
are to be adequately housed. 

2. Authorize 135,000 units of low-rent public housing rhe need of low-income 
families for decent houses has not diminished. The minin program authorized 
by the Housing Act of 1949 must proceed without lini 

3. Approve special aids for cooperative and other nonprofit housing projects 
for middle-income families 

Adequate housing for defense can no longer be post pone e delay in attack- 
ing this program has already been costly in terms of m: r and production 
cost to the defense program. a he SUCCESS of the er tire rearmat lit ¢ ffort Will he 
jeopardized unless Congress acts now to meet the Nation’ ritital housing } is. 


force and critical materials 


The Cuarrman. I think I speak for every member of the com- 
mittee when I sav they appreciate the expression of gratitude by the 
American Federation of Labor, that it feels for us in trying to do the 
right thing. I can only say that I think we will continue to try to do 
the right thing. It is no use for me to say anything more. You 
gentlemen know I have fought the best fight I could, long before I 
ever came here for decent housing for people, regardless of their 
situation. The poor should he helped the most. 

Senator Scnorepre.. I would like to ask a question, if I might. 
You point out that the average weekly pay is a certain figure and 
rentals are another figure, and they are exceeding, in your judgment, 
in many instances a monthly rental of more than 1 week’s full pay. 

Mr. Suisukin. In manufacturing, the average weekly gross earn- 
ings—that is, not the actual cash money received but the gross 
earnings of the average worker in manufacturing currently is about 
$67.26. The net spendable earnings would range, | would say, short 
of $66 a week; that is, after taxes and deductions 
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Senator Scuorpre.. There has been some talk about this housing 
being provided without the necessity of this type of legislation, by 
higher interest rates. Well, now, that isn’t going to do much good 
unless they could stretch out the amortization time much longer and 
make it attractive for someone to go into the rental housing business 
or building of houses for rental purposes, and receive sufficient guaran- 
tees that they could afford to do that. I wondered what vou thought 
about something along that line. Is that feasible? 

Mr. Suisuxin. Well, we have been advocating, and we advocated 
very insistently during World War II, the special provision we felt 
necessary to be made to encourage rental housing. We feel, though, 
Senator, that the two main propositions we have laid down here would 
really help with the immediate, the most urgent need. One is the 
middle-income housing provision approved by this committee in 1950, 
that would provide a broad program that has already been tested by 
the examination of this committee and the broad experience of the 
many people who contributed to its development. The second in the 
income levels in which rental housing, even without great mobility, is 
so urgently needed is the low income level, where people now are 
reduced to living inslums. They are living in rental housing now, but 
in slum housing. So the beginning of those two programs would 
really attack the rental problem as effectively as anything can, without 
initiating a long study and the kind of program that would not 
realistically be dealt with in this Congress. 

Senator ScHorppe.. | appreciate that. I wanted to throw that 
out, because the other side of it had been presented. 

Mr. SuisHkin. I am glad to have a chance to bring this out. 
think it is quite important. Iam glad you asked about it. 

Senator Frear. Are there any further questions? 

Thank you very much, Mr. Shishkin, if that completes your report 
and appearance here today. I am sure it has generated enthusiasm 
on the part of the members of the committee. I think they are 
interested. 

Mr. Sutsukin. We are very grateful of the opportunity to be heard. 

Senator Frear. Are representatives of the Congress of Industrial 
Organizations here? It was my understanding they were to be here 
at 2:30. 

In view of the fact that it is now 3 o’clock and there is no one here 
to testify for the CIO, the committee will stand in recess, subject to 
the call of the Chair. 

Any statements received will be inserted in the record. 

(Thereupon, at 3 p. m., the committee recessed, subject to the call 
of the Chair.) 

(The following statements were submitted for the record :) 


STATEMENT OF THE AMERICAN BANKERS ASSOCIATION 


The American Bankers Association directs its comments to two provisions of 
S. 3066. These provisions are, first, the $1.3 billion increase in the advance 
commitment authority of the Federal National Mortgage Association and, 
second, the placing of the direct governmental farm housing aid program, au- 
thorized originally under the Housing Act of 1949, on a permanent basis 

First, with regard to the FNMA advance commitment authority, it is our 
understanding that when the present FNMA was created, it was intended to 
function as an emergency stand-by agency only. However, its activities have been 
so expanded that it has frequently become a dangerous instrument of inflationary 
speculation. 
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FNMA should not be used to support defense housing that can be financed by 
other means. Its purpose can only be justified as a means of supplying mortgage 
accommodation in areas where no mortgage funds are available, or in support of 
large fluctuations in the economic cycle when legitimate mortgages cannot other- 
wise be placed. Neither of these conditions appear to exist at present to the extent 
that an increase of $1.3 billiom in the advance commitment authority of FNMA 
would be justified. 

The proposed amount is large enough to more than take care of the placement 
with FNMA of all mortgages which may be made on programed housing in 
defense areas or on housing in disaster areas. If the defense and disaster mort- 
gages should average $8,000 apiece, the $1.3 billion would provide a market for 
mortgages on 162,500 housing units. This is more than is reliably estimated as 
the maximum number of housing units which may be started in defense i 
the vear ending June 30, 1953. 

On the other hand, the situation in the private secondary mortgage market is 
rapidly changing. The growth of savings continues at an accelerated rate. A 
more favorable economic climate generally is developing for placement of mort- 
gages in the private secondary markets. 

It is believed that the United States Treasury should not be called upon to 
meet the added burden of supplying FN MA with the funds to meet the increased 
commitment authority and that in anticipating such a call upon Treasury funds 
the debt management problems of the Secretary of the Treasury, already made 
difficult by the prospect of deficit financing, would be further complicated. 

In view of the circumstances, it is suggested that consideration be given to a 
substantial reduction in the proposed $1.3 billion authorization 

Second, with regard to the placing of the direct governmental farm housing aid 
program on a permanent basis, as proposed in section 11 of S. 3066, this program 
was originally intended to meet a presumed temporary emergency and was set 
up on a limited basis. 

In connection with the hearings before this committee on S. 866 in the Fightieth 
Congress, in which bill this program was first proposed, the American Bankers As- 
sociation submitted a statement. In this statement the following comment was 
made on the proposed farm housing aid program: ‘‘Private enterprise, as repre- 
sented by private institutional lenders and cooperative farm credit institutions, 
is now adequately supplying most of the credit needs for rural housing, both new 
construction and repairs, and improvements. Furthermore, Congress in 1946 
enacted the Farmers Home Administration Act which set up a comprehensive 
program of direct governmental credit aid to farmers unable to obtain credit from 
such private and cooperative lenders. This measure also provides proper safe- 
guards to assure that such assistance will not be abused and will be used only to 
supplement and not supplant such private and cooperative credit.”’ 

This statement applies to today’s conditions just as much if not more than it 
did to the conditions existing in 1947 when it was presented. It is time to calla 
halt to paternalistic experiments by Government as exemplified by this program. 
Congress in the Farmers Home Administration Act and in the report of the Select 
Committee on Agriculture To Investigate the Activities of the Farm Security 
Administration emphatically repudiated the earlier paternalistic experiments 
tvpified by the ‘greenbelt’? developments. The present governmental farm 
housing aid program carries on the same philosophy as the former rural resettle- 
ment programs. We urge that this program be terminated and to that end that 
the amendments to title V of the Housing Act of 1949, as amended, contained in 
section 11 of 8. 3066, which would continue this program on a permanent basis, be 
eliminated from the bill. 


areas 1n 


BARDWELL & HOLLOWAY, 
Baton Rouge, La., i 


Senator Burner R. MayBank, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washingion, D.C 

Dear SenatoR MayBank: I have just received from Congressman James H 
Morrison a copy of your Senate bill 3066, together with a copy of your remarks 
in the Congressional Record of Thursday, April 24. 

I was very happy to receive this information, and I was particularly glad to 
read your remarks made prior to the introduction of this bill. 1 could tell at 
glance that you are easily the best informed man in Washington on this subject. 
I should know. For the last 2 months I have been tryivg desperately to get some 
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information on this subject, but until this morning I have been completely in 
the dark as to what was going on—in spite of my many inquiries to people in 
Washington whom I thought would know the situation. 

Our town is not designated a defense area. We have been building homes for 
several vears and selling them primarily to veterans. FNMA has been our 
principal source of funds, and for the past vear our only source of funds for VA 
loans. We have been selling to FNMA on the over-the-counter basis. This is 
risky business, we realize, but we had a svstem worked out by which we could at 
least keep going. FNMA’s sudden shut-down has left us holding the sack with 
approximately three-fourths of a million dollars worth of VA loans closed and 
ready for payment. Most of them had been shipped to Dallas for payment, 
and they were returned to us after FNMA cut off. 

As you must know, there is absolutely no private source that will buy these 
loans from us, and we are in a most desperate plight. Your bill is the means of 
saving usor not. We want to know what we can do to help get it passed. 

There are those of us who have tried honestly and earnestly to provide the 
veteran housing needed in our own localities. We do not mind taking the risk 
involved in building speculatively for veterans, but we do think it is a gross 
injustice to us to leave us stuck with these loans. Our only hope of disposing of 
them would be to some big company who would take them at some huge reduction 
This would, of course, bankrupt us, so you can readily see the position we’re in. 

My partner and I went to Chicago in January and attended the National 
Association of Home Builders convention. There we were assured by Mr. Ray- 
mond Foley, Senator John Sparkman, and Congressman Woolcott that there 
would be absolutely no interruption in FN MA’s over-the-counter purchase pro- 
gram. Mr. Foley assured me of this fact in a private conversation I had with him. 
Acting on their assurances we came home and continued our operation. Now 
we are stuck, and stuck badly. 

If we can just dispose of what we are caught with, I assure you we will not depend 
on FN MA in the future. What are our chances of being able to sell this paper to 
FNMA? Can we come to Washington and appear before the Committee on 
Banking and Cureney that you mentioned will meet from May 5 to May 9? 
We would like to bring a record of the position we are in, and tell our story. Tam 
sure there are bound to be many others in the same fix we are in. 

This is urgently important to us and we will appreciate more than you know a 
reply to the above questions. 

We want to thank you very, very much for being aware of this situation, and 
for doing domething about it. 

Yours very truly, 
BarRpWELL & HoLtLoway Rea Estate. 
STANFORD O. BARDWELL. 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The main objective of the bill under consideration is to assure that houses 
critically needed for defense workers and military personnel and for dispossessed 
families in flooded areas will be provided. 

There can be no disagreement with this purpose. All of us recognize that the 
defense program can be seriously impeded by lack of adequate housing in de- 
fense areas and on military establishments; and none of us wants to take the 
risk that might result from such a lack. All of us are willing to help rehouse 
families left shelterless by the disastrous floods of this year and last. 

Recognition of this objective, however, leaves open the question of the best 
means by which it is to be accomplished. So far as the objective can be ac- 
complished only by the direct or indirect use of Federal funds, we accept that 
necessity But the inflationary import of adding to a budget deficit already 
estimated at approximately 14 billions of dollars is so serious that, even in the 
face of great urgency, every possible effort should be made to accomplish the 
objective by other means. 

We believe that, in large part, other means exist and that the bill, therefore, 
too readily assumes that all the needed defense, military, and disaster housing 
will have to be financed by the purchasing of mortgages by the Federal National 
Mortgage Association, or, to the extent that even this will not serve the purpose, 
by direct construction by the Federal Government. 

The question needs to be raised: Why should Federal National Mortgage 
Association financing be required at all? A number of reasons may be advanced. 
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It is said that lending institutions are unfamiliar with the new title IX finaneing: 
that much of the defense housing need is temporary and hence will lead to a bad 
foreclosure experience; that many of the defense areas are remotely located and 
consequently present unusual difficulties in making and servicing 

Of these arguments only the last has merit and offers an) 
private financing. There undoubtedly are a number of 
of the remoteness of the locality and its size in 1 
private financing facilities may have difficulty in fu 

Up to the present time, the Housing and Home Fi 
that approximately 80,000 new dwellings are so critically 
workers and military personnel as to warrant a relaxatio1 
controls. gut of the 80,000 units so far programed, we 
communities outside recognized metropolitan areas. hh 
the use of FN MA facilities no doubt can be justified becaus 
in obtaining financing through the ordinary private chan 
monly accepted average mortgage amount of $8,000 a dws 
would not require financing of more than $400 million At th 
through advance commitment or ‘‘set aside’ funds, FN MA alreas 
$600 million available for this purpose, or approximately ¢ 
Kven if the number of units programed in remote plac 's 
time the next Congress meets, the amount required for FN 
purpese would be S800 million, which is $200 million mor 
This contrasts with the $1.3 billion that the bill calls 

The other reasons for using FNMA are not easily 
that there will be a bad foreclosure experience throug! 
is not well-founded in view of the care apparently 
needed permanent housing, the ‘lack of familiarity’ 
serious after a year’s time if the FHA has shown half it 
programs. In any case it could apply only 
defense housing could be financed under other, more 
under the well-known provisions of the GI bill of right 
will mainly be built under FHA’s title VIII, with w! 
several vears’ experience. These reasons advanced f¢ 











serve merely to cloak the lack of sa ability of the 
market. 

The purpose of the huge FNMA inere: 
remote areas, really seems to be to support a rigi 
and guaranteed loans at such times as it falls 
The yx rsistence of the Government i 
sense. 

For over a vear, the Federal authorities 
contention that “in only a few month 
If they really believe this to be the 
authorization evaporates, for cer 
billion requested would carry the 
really believe this, there is certainly no « 
$360 million for the purchase of mortgag 
defense or disaster, for these non-defens 
except for one thing—the interest rate 

The release of these funds for the ordi 

het the Government actually dor 
the interest rate and that theref 
device to regal parity in the market 
trary to the antiinflationary policies of 
restoring parity, it increases the total supy 
rate, on the other hand, would restore parity 
increase in the total supply 

(nother evidence of lack of faith in 
make these loans marketable at par is 1 
at discount If FNMA is to buy these 
be made to suit market conditions in the 
able interest rete prevailed, there w 
FN MA purchases 

It is long past time to face this issue squarely Phere 
sacred about anv particular interest rate, or price of m« 
anv particular price of potatoes: and there would surely) 





} } 


than an attempt to control the price of one-third of the 
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price of the rest of the potatoes. Yet that is exactly what is being done in the 
mortgage market. ‘The much feared displeasure of the veterans if the interest 
rate is raised can hardly be greater than the resentment of thousands of veterars 
who, because they were not allowed to pay a slight increase in rate on their own 
system, have been forced to borrow in the conventional market at rates a full per- 
cent or more above the fixed rate of interest. 

\ flexible interest rate would accomplish almost all of what this bill is intenced 
to accomplish. It would solve the problem in nondefense areas. It would take 
eare of all but the most remote and uncertain of the critical defense areas. If, 
in these areas, the $360 million “set aside’? were made available for advance com- 
mitments, and if all repayments on sales of outstanding mortgages were also 
segregated for defense purposes, then another $200 million, or even $250 million, 
should be more than sufficient to meet all requirements for the purchase of mort- 
gages unmarketable because of the lack of private financing facilities in some of 
the remote defense areas. 

The remainder of the bill shows the same unconcern with inflation. Why, for 
example, should it be necessary to provide an additional $100 million for com- 
munity facilities in defense areas when only $15 million of the original $60 million 
authorization has so far been appropriated, and when it is unlikely that the whole 
original amount could be used before the next Congress meets? 

The provision for the additional funds for defense public housing is even more 
difficult to justify. Up to this time only $25 million of an original authorization 
of $50 million has been appropriated, and this wholly for trailers ¢nd other tyres 
of mobile housing. There are undoubtedly situations in which more of this tv’ e 
of housing may be needed but thev eannot be many; and permanent publie 
housing has no place in the defense picture. 

The private builders of this country have three times oversubscribed the 
numbers of defense housing units that heve been programed, and have demon- 
strated their ability to meet all the conditions that the programing agenev has 
laid down as to type, size, and price. Their sole need is firanciyg. If a market- 
able interest rate is established for guaranteed and insured loans, and if, bevond 
this, the FN MA facility is maintained in a limited wav, the builder’s problem— 
and the defense housing problem along with it—will be solved. 


STATEMENT OF Wa Luace J. CAMPBELL, DrrectoR, WasHINGTON OFFICE, 
CooPpERATIVE LEAGUE OF THE UNITED STatTeEs OF AMERICA 


My name is Wallace J. Campbell. I am director of the Washington office of 
the Cooperative League cf the United States of Ame:ica, a federation ef consumer, 
service, and purchesing cooperative associations with nearly 2 million family 
members. In additicn, the Cooperative League has affiliated with it the Credit 
Unien National Association with 6 million members in the United States and 
Canada, the Naticnal Rural Electric Cooperative Association with 2'4 million 
members, the Cooperative Health Federation cf America with nearly a half- 
million members, and the Insurance Cenference cf the Cooperative League sei ving 
416 million policyholders. There is, of course, some overlapping in membership. 

The Cooperative League is pleased to indicate its support for S. 3066, the 
Housing Act of 1952, which is now befere you. We would like to point out that 
this bill is an important measure designed to move in the direction of meeting 
the current housing need, but that we feel it is inadequate to meet the immediate 
emergeney before us. 

We support the authoiization ef an additional $1 billion for the Federal Hous- 
ing Administrotion mortgage insurance and $1.3 billion of mortgage purchasing 
authority to the Federal National Mortgage Association. These, we feel, are 
essential for meintaining the current housing program. By and large, FHA 
serves only the higher-income families. It does not meet the great area of hous- 
ing need. Monthly costs are necessarily too high for the average worker. 

Because there are many defense areas where private builders are unable or 
unwilling to take the risks in meeting the defense housing need, we urge vour 
committee to give its support to the authorization for publicly financed defense 
housing of $250 million and authorization for community facilities up to $160 
million. The public housing proposed under this section will meet only part of 
the needs of workers in the defense areas, but it is essential that a beginning be 
made to meet this need as rapidly as possible. 
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this should be 
permanent housing rather than temporary housing which might eventually become 
new slum areas. Permanent housing not only provides more satisfactorily 


lv living 
facilities and the conveniences essential to the defense worker, but it alan a 


long-continuing property of value to the tenant and to the community. We 
suggest that provision be made for the disposal of this Government 
occupants of the housing at the close of the emergeney period and 

pants be given the opportunity to purchase these properties on a cooperative basis 
in order to provide nonprofit low-cost housing to the families involved. TI 
procedure, already well established, will get the Government t of the housing 
business and increase private ownership by the occupants, cre: g new home 
owners. 


The extension of the authorization for the Federal National — age Asso- 
ciation carries with it certain dangers. There is an unfortunate sposition on 


the part of the building industry to look on FNMA as: ianenine g ground 


Where defense housing is built we feel that wherever possil 
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housing to the 


that the ocecu- 
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tor 
speculative housing mortgages which prove to be a dud on the market. We do 
not believe that was the original intent of the Congress in creating FNMA. We 
feel its function should be to keep a private housing program rolling in times of 
scarcity of mortgage money, and that FNMA should as an institution support 
the Government’s adopted policy on housing, supporting particularly those part 


he 


if Ss 

of the housing program which are least attractive to the speculative builder 
As your committee is aware, the Cooperative Section of FHA, created under 
section 213 of the Housing Act of 1950, provides for 4-percent interest rates on 
long-term mortgages. The interest rate and amortization were established by 
the Congress in order to encourage housing for middle-income families. We feel 
that FNMA should give particular attention to supporting cooperative housing 
built under section 213, and that, as part of the established an important 
section of the new authorization should be made available to. section 213 housing. 

The middle way between private—sometimes speculative—ho 
housing lies in privately financed and privately owned nonprofit 
is provided for under section 213. The experience of the Fe di ral Hou 
tration in the 18 months since the establis! iment of its coop 
cates that nearly $200 million worth of cooperative housing 
or committed for on FHA-insured mortgages. While this p1 
pared to the total building requirements of the Nation, the 
date are great enough to indicate the success of the progra 
costs of production and maintenance and livability and public : 

The FHA estimates that the cost per housing unit is abo 
below that of comparable housing because of the 4 percent inter 
zation, cooperative maintenance, and nonspeculetive chara 
construction. We believe the reeord to date provides ¢ vider 
to give serious consideration to further stimulation of mid 
this pattern as set forth in title III of the housing bill of 
Senate by this committee. 


publie 


Jewish War VETERANS OF THE UNITED 1 
Washin 
Hon. BurRNeT R. MayrRaAnk, 
Chairman, Senat Bankina and C rrency Con mit ‘ 
Senate Office Buildt 
DEAR SENATOR MayrRank: Ever since | read vour 
New York before a group of the American Bankers 
wanting to write to you expressing my congratulatior 
right remarks. I have just been rereading the record on th 
ence on currency prob yjlems with respect to FHA-insured and uarat teed 
iorteage financing held early in February. 
The « comments of the len le ‘rs in that conference made it 
were not inclined to bestir themselves with anv great e1 
VA stepped up the interest rate. Our organization receives 
from veterans that they cannot find lenders who will put 
guaranteed mortgage. The Federal National Mortgage Ass ~ 
about all the appropriated funds which are not tied up in commit: ts for defer 
housing. Now that material promises to be in easier supply, the princips al restri 
tion on housing this year may prove to be lack of sufficient mortgage ancing 
This state of affairs does not prove that there 3s any CONnSpPITacy a part 
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lenders to coerce the FHA and VA into upping their interest rates. But con- 
spiracy or no, the result is a species of coercion. 

1 believe it would be in line with thinking expressed in your speech to initiate 
legislation which would permit and direct the Federal National Mortgage Assv- 
ciation and the VA to sell to the general public certificates secured by the mort 
gages which the FN MA and the VA hold now or may hold in the future by virtue 
of purchase in the case of FN MA or of direct lending in the case of VA. 

These certificates could bear interest, approximately 3 percent to say 3.125 
percent payable quarterly. VA or FNMA as the case may be would service the 
mortga:es as they do currently and would mail the interest checks to the certifi- 
cate helders. Certificates should be issued in amounts of $500, $1,000, $2,500 
and $5,000. In. arelatively short time, private investors of all types would become 
acquainted with this wonderful means of investment. Then instead of baving to 
dip into the United States Treasury to provide funds for FN MA and for VA in 
carrying out their responsibilities, the funds would come from the general invest 
ment public. 

Both FNMA and VA would have a sufficient spread between the interest rate 
on mortgace and the interest rate on the certificates to more than cover the 
service ¢ sts in record keeping, mailing the checks, the lower rates on the debenture 
to erver the defaults, etc. 

There are, ef course, many details of mechariies in connection with such a pro- 
gram which I shall be elad to discuss, if vou wish, with you or members cf the 
committee staff. This program will apply only to those mortgages which the 
mortcac‘e bankers cf all types have indicated they are unwilling or unable to 
absorb. Hence, they should not complain about a method which will provide 
the funds needed to handle such mortgaces without the use of United States 
Treasury money. Furthermore, it will tap fund sources which are in some cases 
utterly idle or which are held by pe*ple who are unacquainted with mortgage 
financing as a form cf de-irable investment. 

My majer interest in this problem is its effect upon veterans but in addition | 
am confident it will be a great benefit to all prospective home owners, small 
investors and to our national economy. I hope this suggestion will commend 
itself to you and to your committee. 

With all sood wishes, 

Cordially yours, 
BERNARD WEITZER, 
National Leaislative Directo 


STATEMENT OF CALVIN K. SNYDER, SECRETARY, REALTORS’ WASHINGTON Com- 
MITTEE OF THE NATIONAL ASSOCIATION OF REAL Estate BoarDs 

Mr. Ciairman and members of the committee, Iam Calvin K. Snvder, secretary 

the realtors’ Washington committee, National Association of Real Estate 

Boards Our offices are located at 1737 iN Street NW, Was! ngton, 1) Ra and 

29 West Monro Street, Chi ‘ATO, Hl Our membership consists of 1,123 local re al 

estate boards and 47,655 individuals and firms of realtors throughout the country 


l 


mbership is engaged in every phase of the real estate and construction 


f 
i 
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reciate this opportunity to submit our views on S. 3066 on behalf of the 
Association of Real Estate Boards. 

There are several motivating factors which prompt the submittal of this state 
ment as shall hereinafter be discussed. 

First, we stand firmly on our previous statements that we are ready to do every- 
thing possible to help provide defense and military housing. Our association is 
already working Nation-wide toward that desirable end. We believe the wav to 
solve defense housing problems with the greatest speed and least inflationary effect 
is to take Government shackles off home.seekers and the home-building industry. 
Specifically, we commend most earnestl$ to the consideration of the committee 
the following positive and constructive program. 

1. Permit interest rates on FHA insured and VA guaranteed home loans to seek 
their own level within present statutory linnits. 

2. Provide for a flow of private credit. by removing the now indefensible credit 
controls in effect against home buyers and builders. 

3. Assist seekers of rental homes and renew confidence in the rental home 
industry by ending the discriminatory 10-vear freeze of rental owners’ incomes 

The interest-rate issue will be dealt with later in this statement 
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On the issue of credit controls, since the dropping of the voluntary eredit- 
restraint program May 5 and the rémoval of eae - W Mav 7. the discrimina- 

tion against home buve ‘rs and builders contained i he real-estate credit controls 

is too glaring to go unnoticed. Surely the Congress will not support a policy that 
savs home ownership is more inflationary and less desirable and less necessary 
than some of the more expendable items now allowed to be offered freely to 

American citizens. Many persons now saving to buy homes may be so dis- 

coureged by a prolongation of controls against home buyi will spend 

the money saved for other purposes. We do not wish any discrimination against 
other products offered by American industry At the same t _ we must under- 
line the present unfair deterrents to home ownership cor estate 
credit controls 

We wish especially to improve and increase the rent: 

centives to provide rental homes through conversions 

rained by restoring free bargaining between users and own 

are so clear now in this period of high earnings and great 

the committee will ellow rent controls now pending bef 

end no Jeter than June 30 of this vear 
Second, by way of generalization, regardless of the pros 

severel items, the ultimate effect is the pouring of over S145 bi 
already straining at the bonds which separate it from disastrous 
tion to another $1,000,000,000 insuring authorization for FHA 
We respectfully suggest that the time hes come 
as the Congress, mindful of its constitutional 
evaluation of its previous actions which have unfor 
more government and more and more of the taxpay: 
tial stimulant to the housing industry of this country 


ry 


Dp eae 


We therefore question generally the soundness of the pren 
bill is based that more than $2'> billion in Government fi 
needed to provide housing for defense workers and 


100,000,000 MORI FOR FNMA 


Let us first examine closely the logic or lack of it which pron 
this bill for an additional authorization of $1,300,000,000 for 

When the bill was introduced April 24, only one reason 
nonavailability of credit for defense housing from the major 
mortgage funds, based on the mortgage round-table conferet 
committee in early February This reason was that such 
companies, other institutional investors, ete.) considered def 
more risky from the standpoint of long-term marketability 
dismissed as being waknont merit We thus have a siti 
tions of private mortgage sources are rejected 
$1,300,000,000 FNMA a wuthorization is under 


Pe 


considerat 
private mortgage sources need to enter the defense-housing 

The principal reason for the tight mortgage situatior 
Government participant in the February round-table conferen¢ inrealistie 
pegging of FHA and VA interest rates. Throughout the record of the conference 
runs this theme: Let the market determine the interest rate, and 
will be made available. 

The Government witnesses at the hearing stated that 1 Dp nt FHA and 
VA interest rates are effective. If thev are trulv effect 
$1,300,000,000 to tempt private capital to enter the fense-housing program 
should not merit serious consideration. We strongly urge at the Congress stop 

eating only the symptoms of our present mortgage diffic and go to the root 
of the trouble If the Congress approves this $1 300,000,000. it will do no more 
than put off until next vear the day when it must meet the interest-rate prob- 
lem face to face. We hope that this committee will reject the temporary pallia- 
tive provided by this bill a nd move forthrightly to the ontyv soiuti which by 
now must be apparent to impartial observers of the mortgage situat 

Several weeks ago the National Association of Real Estate Boards undertook 
a survey of the mortgage market by canvassing its more than 1,100 r 
boards. (A copy of the survey form is attached. 


Three hundred and seventy-nine survey forms covering 47 States : he Dis- 


every non- 


page money 


his request for 


al-estate 


t 


trict of Columbia have been completed and returned to our offies is an 


interim report giving the mortgage picture at the present time We respectfully 


commend to the committee’s attention the results of this surve) 


t \ summary 
of the returns is attached.) 
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An examination of these returns reveals that 5 percent is the median interest 
rate on conventional loans throughout the United States. What is most signifi- 
sant is the fact that of 379 communities reporting only 2 made any mention of 
FN MA as a possible partial solution to the tight mortgage situation. 

Let us turn for a moment to the ‘‘critical area’? housing-construction picture 
and how it has been thwarted by the FHA- and VA-pegged interest rates. 

Kight months have elapsed since Public Law 139 was enacted. During this 
period nonprogramed housing in critical arees hes been constructed and com- 
pleted in almost record-breaking numbers. In the same period (up to April 16, 
1952), 80,095 units have been programed under the Defense Housing Act. Of 
these, only 12,000 units have been put under construction and only 1,600 com- 
pleted. Thus we have a defense-housing program supposedly stimulated by 
special legislation, such as relaxation of credit restrictions, FHA Title IX, and 
supervision and assistance by Government housing agencies. Yet this program 
is running a poor second to nonprogramed housing. Is the answer to be the in- 
flationary gesture of adding $1,300,000,000 to the public debt and tossing it into 
an already inflation-troubled economy? Will the committee and the Congress, 
instead, face the economic facts squarely and call a halt to the unfortunate re- 
luectance on the part of Government to let the market determine the interest 
rates on FHA and VA mortgages? 

Is it fair to the already harassed taxpayer to close our eves to positive and sound 
economic facts—to a course not requiring additional legislation—in favor of 
another billion-dollar illusion which at best will provide only a few months’ 
respite? 


ADDITIONAL AUTHORIZATION FOR COMMUNITY FACILITIES AND PUBLIC HOUSING 


Last vear the Congress, following lengthy and exhaustive discussion of the 
defense-housing problem, enacted Public Law 139 and provided that all authority 
under the law was to expire on June 30, 1953. To meet the needs of assistance 
for community facilities and publie housing, the Congress authorized for this 2- 
vear period $60,000,000 for community facilities and $50,000,000 for defense pub- 
lic housing. Shortly after enactment the Congress appropriated half of the 
amount authorized for public housing and less than half of the amount authorized 
for community facilities for the fiscal vear 1952. 

Recently, however, the Congress, in considering the supplemental appropria- 
tions bill, appropriated less than half of the additional funds requested for this 
purpose. We do not believe thet anything has developed within the past vear 
to justifv increasing the authorization to the limits requested by this bill. 

With respect to authorizing an additional $100,000,000 for community facilities, 
the recent experience of Paducah, Ky., provides a most effective rebuttal to the 
request for this item. 

Paducah was a relatively small community until the Atomic Energy Commis- 
sion launched one of its huge undertakings in the area. It was ostensibly to help 
commurities such as Paducah that the Congress authorized $60,000,000 in 1951 
for community facilities. Paducah needed $500,000 for expansion of water and 
sewerage, and it is emphasized that it was for a need such as this that Congress 
authorized the expenditure of Federal money. However, the Housing and Home 
Finance Agency underestimated both the desire and the ability of local com 
munities to solve their own problems without the illusory benefit of Federal 
intervention. In April Paducah advised HHFA that it had obtained, on its 
own, financing of a bond issue to cover the cost of its expanded community 
facilities. We suggest that it might be best if the committee and the Congress 
brushed aside the pleas of Government agencies for more and more monev, and 
placed more confidence in the desire of local communities to solve their problems 
in the traditionally American way of local determination. 


USE OF PERMANENT LANHAM ACT HOUSING AS DEFENSE PUBLIC HOUSING 


Section 5 of the bill apparently would authorize the Housing Agency to utilize 
permanent (masonrv-constructed, ete.) Lanham housing as temporary housing 
for the purpose of title ITIL of the Defense Housing Act. 

This request comes somewhat as a surprise because it presupposes that the 
housing ageney had been previously authorized by Publie Law 139 to use temro- 
rary Lanham housing for temporary use contemplated by section 302 (b) of the 
act. We fail to find any such authority in the act unless it is to be inferred from 
the very general language in section 306 of the act relating to interagency transfers 
of property. 
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Regardless of the merits of converting Lanham units to defense pub 


) 11¢ housing 


use, we do recommend that the committee amend section 6 of the bill so that the 
time during which the Administrator is excused from disposing of _ ham 
housing expires with the Defense Housing Act, June 30. 1953. or n > than 6 
months thereafter. The Congress has reviewed this question disposing of 
Lanham housing almost every year since World War I] tt 

at this late date the Congress ought not give the Administrat: 

authority contemplated by section 6. 


NAREB MORTGAGE StTupDyY COMMITTEE SURVEY OF AVAILABILI' ,ESIDENTI 
MortTGaAGeE FunNps—APRIL 1952 


AL 


City: State 
Name: 
Board 
Area covered: 

City 
Date: 


itv and surrounding area 


L 


lability 


Freely available 
single family 
Multifamily 

Med>ratelv available 

gle family 
Multifamily 

Tight 
Single family 
Multifamily 

Not availatle 
Sin k family 
Multifarnily 


Prevailing interest rate on conventional loans 
If mortgage funds are availeble in your area, please check prin 
Insurance compenies O Savings and loans 
Commercial banks [ Savings banks 
Comment: 


SUMMARY SURVEY OF AVAILABILITY OF RESIDENTIAL MOR’ 
1952, NAREB MORTGAGE STUDY COMMITTEI 


The survey of availability of residential mortgage funds ir dics 
out the United States conventional and FHA, title II, funds 
freely available and GI loans are generally not available. Ino 
title IX, loans range from moderately available to tight. Savings 
ations were rated as the principal source of mortgage funds, 
panies second, and commercial banks third. The prevail 
conventional loans was reported as 5 percent. Comments 
frequently mentioned interest rate as the reason for the nona 
loans. A brief outline of the survey results follows: 379 questio 
covering 47 States and District of Columbia; 15 percent ansv 
only; 85 percent answered for the city and the surrounding 
FHA, title 1X, mortgage funds (critical areas) 

19 percent reported single-family mederately or freely 
38 percent reported multifamily moderately or freely 
51 percent reported single-family tight or not availe ble 
62 percent reported multifamily tight or not available 


A, title II, mortgage funds 


71 percent reported single-family moderately or freely available 
53 percent reported multifamily moderately or freely availabi« 
29 percent reported single-family tight or not available 
17 percent reported multifamily tight or not available. 
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The New England region reported the highest percentage (69 percent) freely 
available for single family. 
Middle Atlantic and West North Central regions reported tightest situation in 
single family (35 percent and 33 percent). 
Conventional loans 
85 percent reported single-family moderately or freely availiable. 
76 percent reported multifamily moderately or freely available. 
15 percent reported single-family tight or not available. 
24 percent reported multifamily tight or not available. 
The New England and East South Central regions reported highest per- 
centages (67 percent and 62 percent) freely available for single family. 
GI.VA quaranteed loans 
84 percent reported tight or not available (49 percent of these reported ‘not 
available”’ 
16 percent reported moderate!y or freely available. 

The South Atlantic, Fast South Central, West South Central, and Pacific 
regions had the greatest number of not available reports (72 percent, 69 
percent, 83 percent, and 63 percent). 

Prin upal source of mortgage funds 
SO percent reported savings and loans. 
o4 percent reported Insurance cOmMpanies 
3 percent reported commercial banks. 
8 percent reported savings banks 


{ 
9 


Pre mt J ng ivilere ef raie on convent onal loans 
5 percent was median interest rate throughout the United States. 
Mountain and Pacific regions hed median interest rate of 5's percent. All 
other regions had median of 5 percent 


STATEMENT OF LeB F. JOHNSON, ExecuTiveE Vice PRESIDENT OF 
rHE NATIONAL Hovusinc CONFERENC! 


Mr. Chairman and members of the committee, my name is Lee F. Johnson. 
[ am executive vice president of the National Housing Conference, Inc., with 
headquarters in Washington, D. C 

The opportunity to present this statement in general support of the provisions 
of S. 3066 is appreciated As to the National Housing Conference, it is a 2l-vear 
old, nonpartisan, nonprofit organization dedicated to the goal of a decent home 
and a suitable living environment for every American family It is financed 
by individual memberships. It does not accept memberships from public agencies 
have as a source of income Federal funds appropriated for the purpose of achiev 
ing low rent. 

In a series of resolutions adopted by the membership of the National Hous- 
ing Conference in its annual business meeting on May 6, 1952, the following 
resolution which is pertinent to the consideration of S. 3066 was adopted unani- 
mously 

“DEFENSE HOUSING 


“Delavs and inadequacies in defense housing have already had adverse effects 

upon our national defense program, 

“The defense housing programed to date will Jargely fail to meet the need 
‘rand middle income workers in defense plants. We therefore urge: 
Prompt and more adequate programing of defense housing, public and 

I ach defense production area at prices and rents to meet the needs of 
workers 

erly enactment of the provisions of 8. 3066 which authorize an additional 
$200 million for public defense housing, and $100 million for defense community 
facilities. These amounts will provide for only a beginning of defense housing 
and facilities needed, and the Congress should increase these amounts and expand 
he scope of aid to community facilities to the full extent required as promptly 

as possible 

‘3. Additional authorizations in FHA mortgage insurance and in mortgage 

purchasing authority to the extent necessary and if properly safeguarded 
protect the interests of the public and of defense workers 
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‘4. Prompt utilization of existing authority to acquire and pla 
communities in conjunction with defense plants. 

“5. The use of defense housing funds where possible, for the e 
mutual ownership and cooperative housing projects. 

“6. A cessation of the present wasteful practice of building temporary housing, 
and adoption of a program of building movable housing which meet 
standards of space, livability, safety, and durability to serve temporat 
called for in Public Law 139. 

‘7. Advance consultation with local communities and a cl 
relating to the use, disposition or removal of temporary housi: 


i sites for defense 


cours 


adequate 


nee ds, as 


emergency in order to avoid a repetition of the problems and 1 
which have arisen under former programs which provided d 
meet temporary needs.”’ 
While in general support of 8. 3066, the National Housing Conference 
obligated to state that in the opinion of its membership, unwarrant 
is placed on the ability and willingness of private builders to meet 
problem of adequate housing for defense workers. There is nothing o1 
of past performance to encourage that conclusion. It has been point 
others that according to the latest figure of the Housing and Home Finane 
as of April 16, 1952, 80,095 units have been programed. Only 12,618 
have been started, with 1,666 completed. Of those completed 672 ws 
and 994 were for sale. 
There are numerous valid explanations for that record. rivate inv 
have been reluctant to go into critical defense areas, even with substantial Govern- 
ment guaranties because of future uncertainties, imaginery or real 
costs make it virtually impossible to produce adequate housing for 
within the rent-paying ability of vast numbers of defense workers 
It is reliably reported that as of March 1952 average weekly earni 
in manufacturing industries were $67.20. In order to maintain an adequa 
of living it has long been conceded that a worker cannot afford more than 1 
pay per month for shelter and utilities. On the basis of the record, mor 
rental costs on privately constructed rental, defense housing range from $80 


re 


Today’s 


family living 


of workers 


te scale 


to 


$95 a month, including utilities. Sales housing runs about $9,000 to $11,000 
which involves a monthly cost of approximately $90 to $110 


Obviously these monthly costs are beyond the reach of a maj 
workers 

This is in no sense an attack on private builders 
Conference would be everlastingly pleased if private en 
entire defense housing job quickly, effectively, and maintain standards 
living that are essential to a stabilized defense labor market, at mon 
workers can afford to pay. Yet the record clearly indicates that 
being provided through private builders with special Government aids 
areas is too costly for defense workers. 

Since it has become increasingly obvious that public construction of homes in 
defense areas is essential to the enlistment of adequate labor, we support whole- 
heartedly those provisions in 8. 3066 to increase authorizati for publicly 
financed defense housing to $250,000,000 and the authorization for community 
facilities to $160 million. ; 

This authorization would permit the construction of : 


I approximat \ 25.000 
defense homes. A number that is obviously inadequate. But it is a beginning. 
The same criticism holds true for community facilities. We join with others in 
pointing up the absence of funds for the provision of day-care centers for children 
of working mothers. Experience in World War IT proved the 1 ssity for such 
services, 

With reference to publicly constructed defense housin ve ur hat definite 
plans be made now for its ultimate disposition througig sale for private ownership. 
Nonprofit, mutual ownership or strictly cooperative corporations should well 
have first eall on such homes following the emergency in order to help meet the 
needs of middle-income families. We urge that such publicly construeted housing 
should be permanent in character in line with adequate community planning, or 


} i 


movable according to local needs. Trailers and makeshift temporary shelter 
should not be tolerated except under rare and critical necessity and tl ; 
limited, brief period of time. 

With reference to the $1.3 billion increased authorization for mortgage pur- 
chases proposed for the Federal National Mortgage Association, we most urgently 
request that part of the additional funds be earmarked to make possible mutual 
ownership, cooperative or other nonprofit housing for middle-income ’ 
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whose need becomes more pressing by the month. If the additional authorization 
is made to be used to add to the housing supply of families in the greatest need, 
it can make a substantial contribution to the Nation’s housing supply. If 
FNMA is permitted to be a dumping ground of questionable mortgages from 
existing portfolios it would serve no public purpose. 

Since passage of the Housing Act of 1949, private builders have made great 
progress in adding to the housing supply of this Nation. However, they have met 
primarily the needs of higher income families. In doing so, they have enjoyed 
vast Government aids. The quality of housing has generally not improved, and 
in many instances space standards have been reduced well below those of low-rent 
public housing, which are considered a minimum for decent living. Needs of 
families in the middle- and lower-income groups have not been met. 

Those who have enjoyed Federal Government insurance for the success of their 
enterprises, have spent vast sums to defeat programs aimed to assist those families 
whose need is the greatest of all. Present efforts to destroy the low-rent public 
housing program is a case in point. 

We most respectfully urge that this great committee give further consideration 
to the housing needs of the average defense worker as of now. And as materials 
and labor supply become available in greater amounts that it direct a fast return 
to the principles and goals of the Housing Act of 1949. 

The National Housing Conference believes strongly that one of our most vital 
weapons for defense is the building of adequate homes in sound communities for 
the workers and their families who produce the materials, the weapons, and the 
food for defense. We urge that if this job cannot be accomplished—and it has not 
been, through normal private channels of home construction—that it be done in 
the national interest through public construction (for eventual private ownership) 
at monthly costs that can be paid by those on whom we depend for our security. 

We urge the strengthening and passage of 8. 3066. 


SraTeEMENT oF H. R. Nortruvur, Executive Vice-PREsIDENT, NATIONAL RETAIL 
LuMBER DEALERS ASSOCIATION 


My name is H. R. Northup, and I am executive vice-president of National 
Retail Lumber Dealers Association. 

The thousands of retail lumber and building material dealers of the Nation 
have an important stake in the Nation’s home-building program. The bill you 
now have under consideration (S. 3066) is designed mainly to stimulate defense, 
disaster, and military housing. 

We must all agree that there has, for several months, been a severe shortage of 
private mortgage funds which has had its impact upon the housing program. 
Earlier this year your committee held a round-table discussion of this problem 
and received some constructive suggestions from various representatives of private 
lending institutions. Although there were differences of opinion on several ques- 
tions the concensus seemed to be that there should be an increase in interest rates 
for Veterans’ Administration and FHA-insured loans. 

In S. 3066 there is provision for an additional $1.3 billion authorization for 
advance commitments on the purchase of Government guaranteed and insured 
mortgages. This amount is in addition to the $52 million recently approved for 
several critical defense housing areas. Some stimulus is needed to provide funds 
for housing in certain critical areas. We submit, however, that if the FHA and 
VA interest rates were made more flexible there would be an increase in available 
funds for mortgages. The present rates of 44% percent for FHA and 4 percent for 
VA insured and guaranteed loans are not presently realistic and adequate to 
compete with other investments. There is present authority to increase these 
rates administratively but @om previous statements by officials from the agencies 
concerned there is no present intention to do so. Before Congress considers 
approval of this large additional authorization for FNMA some consideration 
should be given to more flexible interest rates. 

Should Congress decide against increasing FHA and VA interest rates it does 
not necessarily follow that the entire $1.3 billion additional authorization for 
FNMA will be needed. Mr. Foley, in his testimony before the committee, 
acknowledged that the shortage of mortgage funds is becoming less acute and it is 
probable that the full authorization would not be used. Coneeding the fact that 
there is a shortage of mortgage money, which has had its effect upon the number 
of housing starts, we are unable to reconcile the need for additional FNMA 
authority with the necessity for continuation of real estate credit controls. Hous- 
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ing construction was curtailed in 1951 because of several factors including short- 
age of mortgage funds, real estate credit controls and some shortage of critical 
materials. It appears inconsistent to us for Congress to approve a measure 
granting the additional authority to FNMA which would undoubtedly stimulate 
housing in critical defense areas and to a certain extent in nondefense areas and at 
the same time retain the authority for regulation X. The recent action of the 
Federal Reserve Board in suspending regulation W and the voluntary eredit 
restraint program confirms our opinion that there is no longer a need for real estate 
credit controls. Furthermore, suspension of regulation W, without suspension of 
real estate credit controls (regulation X), creates an inequitable situation which 
demands the immediate attention of Congress. It is, therefore, respectfully 
requested that your committee carefully serutinize the provisions of the bill now 
under consideration providing for an additional $1.3 billion for FNMA and give 
careful consideration to amending the bill to provide for the immediate termina- 
tion or suspension of real estate credit controls. 

This bill also contains provision for an additional $200 million for direct Govern- 
ment construction of housing in critical defense housing areas, and an additional 
$100 million for community facilities in such areas. Last year Congress author- 
ized $50 million for direct Government construction of housing and $60 million for 
community facilities in critical defense housing areas informed that 
only about one-half of the housing authorization and approximately one-fourth 
of the conumunity facilities authorizations has been appropriated. In view of thi 
fact it appears unlikely that the large increases requested for these purposes are 
needed. There is also a serious question that such amounts can be efficiently and 
effectively expended in the manner and for the purposes for which 


ild Congress 


intends them to be used. We respectfully remind your committee that Congress 
not only has the responsibility for reducing appropriations but also should approve 
only those authorizations which are absolutely necessary. The responsibility of 
determining the necessity for the large increase in funds for direct Government 
construction of housing and community facilities rests with vour 
before your committee endorses this request careful consideratior 
to the need for such funds. 

The additional authorization in the bill for the various title 
Administration’s mortgage insurance programs, which hs 
will have a stimulating effect upon housing where it is 
consideration by vour committee 


STATEMENT OF UNITED STATES SAVINGS AND Loan LEA 


The United States Savings and Loan League appreciates the opportunity to 
state its views on 8. 3066 in behalf of its 3,900 savings and loan, building and 
loan, and cooperative bank members. Mr. George L. Bliss, who is chairman 
of our legislative committee, participated in the mortgage round tal 
before this committee in February and therefore many of our views on the general 
mortgage situation have been previously expressed to the committe 

Savings and loan associations, of course, have a vital interest in any legislation 


affecting housing and home financing. Our institutions constitute the largest 
single source of home mortgage credit. In 1951, for instance, savings associa- 
tions loaned $5.3 billion, or 32 percent of the total loaned by all mortgagees on 
home mortgages. Our associations have advanced nearly $5 billion in GI loans, 
or roughly one-third of the total under this fine program of home ownership for 
veterans. 

Our particular concern with the Housing Act of 1952 is with the general impact 
of the tremendously enlarged Federal aids to financing on the financing market 
and on the economy of the Nation. We are not the leading authorities with 
respect to the FHA and FNMA provisions of the bill since our institutions deal 
primarily in conventional loans which are held in our own portfolios A pproxi- 
mately 70 percent of our loans are completely uninsured, nonguaranteed loans. 
About 23 percent of our loans are GI loans, and only 7 percent are FHA. It is 
an interesting fact that savings and loan associations are the only type of lending 
institutions with more GI loans than FHA loans. In fact, we have three times 
as many GI loans as FHA loans while all of the other major lending institutions 
hold more FHA than GI loans. 

Of the $15 billion of home loans recorded bv savings and loan associations in 
the last three calendar vears, it is estimated that less than 3 pereent have been 
sold to the Federal National Mortgage Association; so we have not relied upon the 
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Government secondary market in the past, and so far as we are concerned the 
Federal National Mortgage Association need not be extended or given additional 
authority. 

This bill and our statement relating to it can be divided into two portions; that 
dealing with defense and military housing, and that dealing with home financing 
generally. 

We are certainly in full support of necessary measures to meet the defense and 
military housing needs of this country. Since most of the financing of these 
defense homes is through the FHA program which is such a minor portion of our 
lending program, and since the bulk of it involves rental housing in contrast to our 
concentration in home ownership, we cannot profess to be experts as to the 
measures needed to stimulate the construction of programed housing in defense 
areas. Institutions which do specialize in FHA loans and in rental housing have 
stated their objections to the rate of interest and some of the procedural require- 
ments and perhaps some changes in line with these objections would stimulate 
these institutions to increase their lending in defense areas. Surely it would seem 
that some effort to improve the attractiveness of these FHA loans would be in 
order before taking the inflationary step of providing $1.3 billion in additional 
FN MA credit. 

We respectfully submit that from the record, the home ownership phase of the 
defense housing program appears to be a substantial success. As of April 16, 
20,600 housing units had been programed for sale. Against this program there 
have been filed 69,000 applications and 17,583 of the applications have been ap- 
proved. This means that only 3,000 homes in the entire country have been pro- 
gramed by the HHFA for which there are not now approved building applications. 
Considering the fact that many of the programs are only a few weeks old, this small 
number of 3,000 units is certainly no problem. If there is a great shortage of de- 
fense housing, it must be that the houses have not been programed by the HHFA 
in the year sinee the passage of the Defense Housing Act. 

Similarly, it is impossible for us to relate the requests in this bill for funds for 
direct construction of defense housing and community facilities to the record. 
Since the passage of the Defense Housing Act a vear ago, only $25 million of the 
original $50 million has been appropriated for defense housing—largely trailers 
by the Government. This bill requests eight times that amount—an additional 
$200 million. The amount appropriated to date for community facilities is only 
$15 million, whereas the present bill requests another $100 million, or six times that 
amount. We are sure, however, that the committee will not authorize such ex- 
penditures during this time of great concern with Federal expenditures unless and 
until it is thoroughly satisfied of the urgency of the need for these very large sums. 

With respect to the general mortgage market, we reiterate the position expressed 
before this committee on February 8, that there are ample funds available to meet 
the home financing needs of 1952. The Chairman of the Federal Reserve Board 
has estimated that it will take about $134 billion for home mortgages in 1952. 
Our institutions will have at least $5% billion available and all other types of 
lenders, who in the past 2 years have loaned about $11 billion a year, will certainly 
be able to provide the remaining $8 billion. 

The general agreement among Government and industry leaders that the so- 
called target for home building for 1952, 800,000 units, will be easily surpassed, 
is another indication that there is ample mortgage money available. Surely 
Congress and the Federal Reserve would not maintain regulation X, which is for 
the sole purpose of reducing the amount of credit, if there was not an ample supply 
of credit. It is quite a paradox to suggest that there is a shortage of money at 
the same time the laws of the country are based on the premise that there is an 
excess of mortgage credit which must be curbed by credit controls and voluntary 
credit restraint programs. If there does develop a relative shortage of money, 
then the first and obvious step is the removal of credit controls. 

With an ample supply of mortgage credit available generally, and with an 
unanimously accepted need for reduction of nonessential expenditures, it is diffi- 
cult to see why any additional funds should be authorized or approved for use in 
nondefense areas, particularly if the life insurance companies and banks are willing 
to make loans on their own risk such as savings associations are doing. ‘Therefore, 
we cannot support additional authority for FHA except as it would be limited 
strictly to defense and military housing, which this bill does not do; and we can 
not support any additional funds for the Federal National Mortgage Association 
which are not strictly limited to defense and military housing. We recommend 
that the committee determine the amount of additional authorization required 
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by the FHA for insuring actual defense and military housing loans and that only 
that amount be authorized. We recommend that the funds for FNMA be re- 
stricted solely to purchase of defense and military housing loans. 


ALASKA HousinGa AUTHORITY—STATEMENT OF HousING CONDITIONS FOR THE 
TERRITORY OF ALASKA AS OF Marcu 31, 1952 


The Alaska Housing Authority is pleased to report that since the enactment of 
Public Law No. 52, by the Eighty-first Congress in April 1949, notable progress 
has been made toward achievement of the fundamental purposes for which the 
revolving fund was authorized by Congress under the National Housing Act. 
The principal objectives of the Alaska Housing Authority were to assist in allevi- 
ating the acute housing shortage which existed in Alaska and to promote the devel- 
opment of the home-building industry in a long-range perspective of the Terri- 
tory’s growing economy. Contractors and home builders, willing to produce 
housing to the full extent of their capabilities, were handicapped by the limited 
financial assistance available to them from local sources Local banks, willing to 
contribute to the total effort, were limited by the ratio of their capital which could 
be invested in long-term mortgages and by the absence of a secondary market 
where mortgage investments could be converted into funds for construction loan 
purposes. 

The Alaska Housing Act, which provided the revolving fund available to the 
authority, also provided, in recognition of higher construction costs, for more 
liberal Federal Housing Administration insurance commitments and empowered 
the Federal National Mortgage Association to purchase mortgages insured by 
FHA. These elements, combined in the features of the Alaska Housing Authority, 
provided the stimulant for construction of housing and gave impetus to the 
improvement of commercial facilities; the erection of schools; the extension of 
utility services and other contributions to a stable economy, such as title insurance, 
a feature which has encouraged orderly land planning as an asset to community 
d-velopment and has made mortgage loans more attractive as investments. 

The Alaska Housing Authority, through its loan program, propelled the 
construction industry into the production of 40 percent of all single-family dwell- 
ings and 16 percent of all apartment units insured or committed under the FHA 
mortgage insurance program between the dates of July 1, 1949, and December 31, 
1951. These percentages represent 323 homes and 531 apartment units finaneed 
by the authority. Statistics provided by the Juneau office of the Federal Housing 
Administration show that of 6,012 units involving insurance commitments, which 
were completed, placed under construction, or are under consideration, 1,000 are 
in the Juneau-Ketchikan areas; 3,584 in the Anchorage area; and 1,432 in the 
Fairbanks area, all of which areas are important centers of military, Coast Guard, 
or governmental activities. This record of accomplishment, though highly 
highly significant, is still far short of total achievement. 

An accelerated military program, rapid development of highways, hydroelectric 
power, and other permanent improvements, are drawing a permanent population 
into the Territory more rapidly than housing can be supplied. The very act of 
constructing housing has in itself contributed to at least a temporary shortage of 
housing. The basic economy, particularly of the western part of the Territory, 
is geared to seasonal production. At this particular time of the year workers 
converge on the Territory several weeks in advance of the construction season. A 
radio station was recently heard to report that cars are driving over the Alcan 
Highway at the rate of 600 a day. This report may be exaggerated but every- 
where there is evidence of a virtual stampede. Many workers bring their families 
and most of their possessions; many want to reside permanently in Alaska and all 
of them want a place to live. Despite the housing accommodations which have 
been made available from all sources, the demand is so great, and the supply so 
limited, that hundreds of families are required to live under the same primitive 
conditions which existed in 1949, 

While the greatest need for housing continues to be in the four larger areas of 
Anchorage, Fairbanks, Juneau, and Ketchikan, many small communities in the 
Territory, which have increased in population, are developing industrially, or are 
becoming new centers of operation for the military, are seriously overcrowded 
and require assistance. 

In a hearing before a subcommittee of the Committee on Banking and Currency 
on March 16, 1949, it was estimated that 6,000 housing units were needed 
immediately. Today it is apparent that twice that number will be insufficient 





130 HOUSING ACT OF 1952 


The authority, as a public body, has an obligation to perform, but it must have 
additional financial resources. The loan program of the authority contemplates 
the fullest possible use of funds revolving from the original appropriation. How- 
ever, the short construction seasons have, so far, extended project completion 
into the following season, causing delay in the closing and sale of mortgages and 
return of the proceeds to the revolving fund. Completed loans outstanding will 
return only about $700,000 to the revolving fund by the fall of 1952. This amount 
will assist in programing construction for 1953 but will not be available for the 
current season. The total of loans authorized to date by the Board of Commis- 
sioners of the Alaska Housing Authority is $13,904,836.58 and since the full amount 
of the authorized revolving fund has not been appropriated, there is a deficiency 
with which to meet the immediate crisis. 

Among projects which the authority has had to reject, or to which it cannot 
at this time give consideration, due to lack of funds are: 

Anchorage: The Nelse Mortensen Co. has applied through the authority for 
FHA conditional commitments on 200 single-family homes for rent or sale. The 
authority cannot encourage firm applications due to lack of funds. Estimated 
loan requirement for interim and permanent financing is $2,400,000. 

Alaska Associates, Inc., currently building 25 single-family homes for sale with 
loan assistance from the authority, has expressed a desire to construct an addi- 
tional 100 units requiring an estimated loan of $1,200,000, which the authority 
is not in a position to grant. 

The Ryan Development Co., which has recently completed 17 single-family 
homes for rent under the authority’s loan program, wishes to build an additional 
52 units calling for interim and permanent financing amounting to an estimated 
$600,000. The authority has had to deny this project also. 

L. E. Baldwin, Ine., has requested financing for 300 to 500 low-cost units 
under title II or title I, section 8, of the National Housing Act. The total loan 
on 300 homes is estimated at $2,400,000. 

Associated Contractors has been refused by all private lenders, a loan for the 
construction of 100 title I, section 8, homes requiring an estimated amount of 
$710,000. Refusal of private lenders is simply evidence of undeveloped lending 
market. 

Fairbanks:! Bentley Island, being developed by Island Homes, Inc., with 
150 homes for sale or rent, is a modern subdivision financed by the Alaska Housing 
Authority to the extent of $2,257,200. Completion of the subdivision contem- 
plates the construction of an additional 220 units in 1953, with estimated 
loan requirements of $3,300,000. Interim financing will require an estimated 
$2 million. Engineering, etc., should be completed in late 1952 in order to take 
advantage of the short construction season in 1953. At this time, the authority 
is not in a position to commit itself to financing completion of the project. 

Howard & Orsini Co. has applied to the authority for finance to construct 
50 single-family units in the city of Fairbanks requiring approximately $700,000 
in loan funds. The ea hority, due to lack of funds, cannot encourage the project 

L. E. Baldwin Consivuction Co., an organization experienced in construction in 
Alaska and equipped to produce housing at competitive prices, has applied for a 
loan to build 200 lower-cost houses under section 203 of the National Housing 
Act. Loan estimate is $2,400,000. 

Ketchikan: This community of approximately 7,500 people is ‘approaching a 
serious housing shortage by reason of the construction of a permanent pulp mill 
to be started this vear, the 3-year construction program will ultimately require 
approximately 1,000 permanent employees. The eventual increase in permanent 
population is calculated to require several hundred homes. About 10 houses were 
constructed in Ketchikan in 1951, five of which were financed by AHA, whereas 
200 single-family homes is a modest estimate of the number which will be required 
by 1953. The authority is presently not in a position to encourage such a program 
which would require loan assistance amounting to approximately $2,400,000, 
although several prospective sponsors have approached the Authority for 
financing. 

Juneau: This city, important as the capital of the Territory of Alaska, is the 
center of concentrated Government agencies. These agencies have beer handi- 
capped in acquiring or retaining much needed personnel due to lack of adequate 
housing. The authority, through its direct loan program, is completing con- 
struction of 10 homes approximately 2 miles distant from Juneau in the town of 


1 Construction costs are 10 percent higher than in Anchorage. 
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Douglas. It has also programed the construction of 20 units near the Juneau 
Airport in 1952. However, there is a definite need for efficiency-type rental units 
to accommodate small families and individuals. The a thority would like to 
encourage development of a project of that nature. Development of 50 such 
units would require loan assistance of about $375,000. 

Seward: The town of Seward, having a population of approximately 2,000 per- 
sons has had virtually no new housing in several years. In the year 1951 two new 
homes were constructed under the FHA program. Accommodations are badly 
overcrowded and 42 families now occupy Quonset huts which are rapidly nearing 
complete deterioration. Many other families occupy wholly inadequate quarters. 
The situation will immediately become worse by reason of a $13 million program 
for improvement of rail and dock facilities plus a city utility-improvement pro- 
gram. Such expenditures, together with the fact that Seward is now connected 
to the interior of Alaska by the completion of a new highway, will increase Sew- 
ard’s importance as a seaport and draw a permanent population more rapidly 
than housing can be supplied. The Authority has received applications and 
inquiries from several qualified contractors and is willing to finance the construe- 
tion of a number of units in that community if funds can be made available. 
Estimated loan requirements for 1952 are $200,000. The city of Seward is plead- 
ing for assistance from the Alaska Housing Authority. (See resolution attached.) 

Kodiak: Three hundred eighty-four single-family rental units, certified as 
necessary by the United States Navy to serve its permanent base in that locality. 
The Authority can be of assistance to the extent of negotiating with the Bureau 
of Land Management for the purchase of a subdivision site, but is unable to 
consider estimated loan requirements of $4,500,000. For 2 years this project 
has been considered by reliable sponsors and, in spite of the very acute need, a 
project has yet failed to materialize due principally to the absence of adequate 
financing. 

Seldovia: This little community, like Seward, has had no new homes in recent 
years. The opening of a new highway in 1951, from Anchorage to the Kenai 
Peninsula, should extend great opportunities to the Peninsula area for its develop- 
ment as an agricultural and vacation region. Growth in its permanent population 
is certain to occur. The James Construction Co., with whom the Authority has 
had very satisfactory experience in its direct loan program, has applied for a 
loan to construct five single-family units for rent o1 sale in Seldovia. The Authority 
would like to entertain such a program requiring approximately $62,500. ; 

Kenai: Another small community located on the Kenai Peninsula, is the center 
of a new military installation on which work will proceed in 1952. To meet 
requirements of the increase in permanent population, an estimated 10 units 
will be needed during the 1952-53 construction season. The Authority has 
consulted with interested sponsors, but is unable to encourage a development 
estimated to require $130,000. 

Wrangell: On March 21, 1952, a fire of serious proportions wiped out an entire 
commercial area. Many of the business establishments had second-story apart- 
ments or living quarters overhead. The town’s only hotel was also destroyed. 
The 85 persons left homeless by this catastrophe were forced to move into private- 
family homes, causing overcrowded conditions and disturbing the family com- 
plement. An appeal has been made to the authority for construction-loan 
assistance which it cannot grant because of lack of immediately available funds. 
A proposed small apartment building will require a loan of approximately $120,000. 

The above estimates are for prospects who have approached the Authority 
even with the knowledge that funds are not available. Inquiries are received 
almost daily and many sound and worth-while projects are certain to be -pre- 
sented to the Alaska Housing Authority in preparation for the 1953 construction 
season. 

With the emphasis on military construction prior to 1951, few contractors were 
interested in the construction of housing. When the opportunities in that field 
became evident, great interest was aroused in competitive construction. Con- 
tractors who built homes prior to that time in the $16,000 to $17,000 price range 
have, through competition and demand, been required to reduce costs in order 
to produce homes in the $13,000 to $15,000 bracket. Recognizing, however, 
that the greatest demand is in the price range from $11,000 to $13,000, they 
have made concerted effort to produce homes to meet this market in spite of 
rising construction costs. The lack of financing is the obstacle which now will 
delay accomplishment of this objective just at the point when the production 
of lower-cost housing can realistically be achieved. 
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The maximum amount which can be borrowed from local banks for any one 
loan is approximately enough to produce three or four homes, whereas the re- 
quirements for low-cost construction through mass production is many times 
greater than the amount obtainable. Experience has shown that practically 
all housing projects require interim financing up to 90 percent of the cost of 
materials. In the absence of funds of the authority, contractors and home 
builders must call upon stateside financial markets which have shown a lack 
of interest in making investments in the Territory due to national and inter- 
national situations. Temporary working-capital loans, if available, can only 
be acquired if the contractor has guaranteed commitments for permanent mort- 
gage financing. The absence of a natural secondary mortgage market and the 
difficulties involved in long-range servicing of mortgages has not encouraged 
outside lending interests to enter the mortgage-loan field in Alaska. 

Home construction by owner-builders does not contribute greatly to the total 
housing supply because of the difficulty in securing financing. The only solu- 
tion to the housing problem and to the production of low-cost homes is to 
make it possible for contractors to build in quantity through adequate financing. 

The acceleration of military construction activities, power-development plans, 
and community-improvement programs offer tempting opportunities to con- 
tractors. Therefore, the prospects who have applied to the Authority should 
be encouraged to remain in the home-construction field, through funds made 
available by the Authority, before the advantage gained is lost and the con- 
struction of housing receives a serious set-back. 

In view of the urgency of continuing the program of the Alaska Housing 
Authority, it is essential that an additional appropriation be made to the revolv- 
ing fund in the amount of not less than $10,000,000. 


Loan authorizations 
Projects completed: 


Ryan Development Co E ; gs : Be $227, 800. 00 
Northern Construction Co., Inec__- Beas j 295, 200. 00 
Home Builders, Inc., No. 1__- ; eee 72, 600. 00 
Dahlberg-Rewak Bldg., Inc_- oe . 106, 500. 00 
Garden Apartments__- ; eH hte camer e eas 85, 200. 00 
Anchorage Housing, Inc 149, 100. 00 

otal... ; ‘ i ca er 936, 400. 00 
Dahlberg-Rewak Bldg., Inc., second mortgage__-_-_- ‘ 14, 000. 00 
Northward Bldg., Inc., second mortgage-_-__- _-_--_- 350, 000. 00 


Hillside Apartments, Inc., second mortgage-_- - -- ss 30, 906. 00 
Total ci pa oo J 394, 900. 00 
Palmer direct construction, Alaska Housing Authority oe 364, 638. 58 
Total projects completed ahs a . 1, 695, 938. 58 
Projects under construction: 
Anchor Homes, Ine ; itt Rae 3, 483, 100. 00 
1200 L Street Corp ; ae ae 1, 757, 300. 00 
Coffey House Corp ; ; 7 ee — 1, 741, 300. 00 
ee OD Oe er aad 61, 500. 00 
Home Builders, Ine., No. ‘ . es a taro hla di 368, 800. 00 
Martin Manor, Ine ‘arg iets eae 426, 000. 00 
Island Homes, Inc___- rae : : 2, 257, 200. 00 
Alaska Associates, Inc____--- corte ti ima iret a a cc id 340, 600. 00 


bo 
i 
' 
i 


Zotal....~ eas a cael ett Mi dail ce al ts 10, 437, 800. 00 
Douglas, direct construction, Alaska Housing Authority ; 136, 000. 00 


Total projects under construction___.-.------ cca ards aacien , det, BO, OO 


R 
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Loan authorization—C ontinued 


Projects authorized and programed for construction in 1952: 
Harwood-Dederick, Ine , $138, 400. 00 
Knik Development Co., Inc 18, 000. 00 
Weiss, Ine 45, 300. 00 


Airport Homes : 250, 000. 00 
Lakeway Builders, Inc ‘ 137, 200. 00 
Dillingham Housing, Ine 78, 000. 00 
Total 696, 900. 00 
University Homes, direct construction, Alaska Housing Au- 
thority ; 285, 548. 00 
University Apartments, direct construction, Alaska Hous 
ing Authority —_- 200, 000. 00 
Cordova, direct construction, Alaska Housing Authority 90, 000. 00 
Total ee & 575, 548. 00 
Total projects authorized and programed for construc- 
tion in 1952 1, 272, 448. 00 
Total mortgage loan authorization 13, 542, 186. 58 
Remote dwelling program: 
Loans made 1950-51 5 262, 650. 00 
Estimated requirements for 1952 ; 100, 000. 00 
Total 362, 650. 00 
Total all loans authorized 13, 904, 836. 58 


CONSTRUCTION PROGRESS 


The first funds acquired for loan purposes by the Alaska Housing Authority 
from the revolving fund, authorized by Pee under Public Law No. 52, were 
received in July of 1950. Since that time the program of the Authority has made 
possible the completion, or placing under construction, 1,105 housing units involv- 
ing loans amounting to $12,269,738.58. In addition, it has programed the con- 
struction of 85 units during 1952 and earmarked funds totaling $1,272,448 for this 
purpose. The housing accommodations occupied, or soon to be available 


to 
Alaska families, include: 
t Amou 
Completed 
Single family homes ‘2 $974, 238. 58 
Duplexes 16 340, 800. 00 
Apartments 258 380, 900. 0 
Subtotal 346) 1, 695, 938. 58 
Under construction: 
Single family homes 166 6, 649, 200. 0 
Duplexes 20) $26, 000. 00 
Apartments 273 3, 498, 600. OF 
Subtotal 1.105 | 12 9 


12, 269, 738. 58 


Programed for construction in 1952: 
Single family homes Hy 1, 027, 148. 00 
A partments t 245, 300. 0 


Potal 1.190 


99268—52——_10 
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Recapitulation of estimated additional requirements for operation of loan program 
for calendar years 1952-53 


Location Units Amount 

Anchorage 
Nelse Mortensen Co 200 single family $2, 400, 000 
Alaska Associates, Inc 7 100 single family 1, 200, 000 
Ryan Development Co., Inc 52 single family 600, 000 
L. E. Baldwin, Contractor, Inc___- 300 single family | 2,400,000 
Associated Contractors 100 single family 710, 000 

Fairbanks: 
Bentley Island 220 single family 3, 300, 000 
Howard and Orsini ; 50 single family ; 700, 000 
L. E. Baldwin, Contractor, Ine 200 single family 2, 400, 000 
Ketchikan 200 single family 2, 400, 000 
Juneau 50 apartments 375, 000 
Seward 18 single family 200, 000 
Kodiak 384 single family 4, 500, 000 
Seldovia 5 single family 62, 500 
Kenai 10 single family 130, 000 
Wrangell 12 apartments 120, 000 
Total 21, 497, 500 


Note.—The above estimated housing project prospects is based upon a most realistic and conservative 
estimate. It cannot be overemphasized that the prospects listed on this page are those who have made 
serious requests for financing from the Authority without encouragement. With reasonable encouragement 
from the Authority undoubtedly many additional housing units could be obtained through private sponsor- 
ship to more fully satisfy the acute demand 


Summary, revolving fund requirements 


Mortgage loan program: 


R. D. program $363, 650. 00 
Projects completed . 1, 695, 938. 58 
Projects in process ; 10, 573, 800. 00 
Projects programed 1, 272, 448. 00 
Total ; 13, 904, 836. 58 
Estimated additional requirements for operation of loan program 
for vears 1952-53 21, 497, 500. 00 
Total loan fund requirements 35, 402, 336. 58 
Less: 
Appropriated revolving fund : 13, 875, 000. 00 
estimated return to revolving fund thru sale of mortgages by 
1954 5, 730, 138. 58 
Total 19, 605, 138. 58 


Balance required for continuing Alaska Housing Author- 
ity program .. 15, 797, 198. 00 


STATEMENTS TAKEN AT RANDOM FROM PROMINENT ALASKANS 


‘‘We definitely need additional housing if we expect people to live here per- 
manently. It is impossible to build homes here unless they are aided through 
low rate financing as in AHA projects. $10,000,000 added to the AHA revolving 
fund would make possible the home construction we need in Alaska.’’—Ray 
KOHLER, Ex-Mayor, Fairbanks, Alaska. 

“The lack of adequate housing is one of the principal factors retarding the 
stabilization of the people of this area, causing a constant turn-over of personnel 
in all agencies of Government and commercial enterprise. 

“‘While there has been some progress in construction of apartment houses, 
there is a very great need for single-family homes.’’—Rosert EK. SuHarp, City 
Manager, Anchorage, Alaska. 

“Fairbanks is exactly where it was 3 years ago. More than 500 units have 
been built and today we could fill more than 1,000 if they were available. 
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‘“‘T have talked with hundreds of families coming up over the Alaska Highway 
and fully half of them desire to buy homes and stay as permanent residents of 
Alaska. 

‘“We need homes and AHA financing.’’-—-Mayor Rorert Hoops, Fairbanks, 
Alaska. 

“The entire progress of Alaska’s development, including Alaskan defenses, is 
jeopardized unless we get more homes. Lack of homes has been and is the great 
bottleneck to Alaska’s growth. No single item is as indispensable as the $10,000,- 
000 for AHA. That $10,000,000 will net a vastly greater annual revenue to the 
Federal Government once the housing is completed and the occupants are gainfuily 
employed.’’—Gov. ERNE8T GRUENING. 





RESOLUTION oF ALASKA JUNIOR CHAMBER OF COMMERCE, APRIL 5, 1952 


Whereas one of the requisites for the development of a permanent civilization 
in Alaska is adequate housing for the residents of that Territory; and 

Whereas there are totally inadequate living facilities available in the cities 
and communities of the Territory for all those who are now coming to Alaska to 
make their homes in the Northland; and 

Whereas the Federal Government and the Territorial government have set 
up the Alaska Housing Authority as the agency through which the private home- 
building industry can construct large numbers of homes in Alaska; and 

Whereas it has been determined by careful survey that an additional 6,000 
individual family homes are needed to supply the immediate demand in the 
Territory: Therefore, the Alaska Junior Chamber of Commerce in annual meeting 
at Nenana, Alaska, April 5, 1952: Hereby 

Resolves, That the Tcacaada of the United States be asked to appropriate and 
provide $10,000,000 to the revolving fund of the Alaska Housing Authority for 
small-homes construction so that housing needs in Alaska may be provided 
without delay. 


City oF Sewarp, Sewarp, ALAska, Marcu 19, 1952, Resoturion No. 16 

Be it resolved by the Common Council of the City of Seward, Alaska, That the city 
of Seward request the Alaska Housing Authority to take over the management 
of the city housing area. 

It is agreed that the city of Seward will make land available at a reasonable 
cost per lot, and further requests the Alaska Housing Authority to find a sponsor 
for a new housing program. 

Whereas the city of Seward is faced with a critical housing shortage caused 
by construction of a highway between Seward and Anchorage, increased Alaska 
Railroad developments in the city of Seward, and increased freight handling 
through the port of Seward. 

Whereas the population of the city of Seward has increased from 949 persons 
in 1939 to 2,063 in 1950, and is still increasing, it is therefore urgently requested 
by the Common Council of the City of Seward that this critica! housing shortage 
be given immediate attention. 

The rules governing the adoption of resolutions are hereby suspended and an 
emergency is declared to exist, and this resolution shall be effective immediately 
upon its introduction, by the Common Council of the City of Seward, this 17th 
day of March 1952. 

[SEAL] EvGene F. Lanier, Mayor. 

Attest: 

Sicrip STeaRNs, City Clerk. 

Certified true copy. 

E. GLEN WILDER. 


{From Anchorage Daily Times, March 28, 1952 


144 New StrupEnts ENTER ScHoots IN Last 6 WEEKS 


Anchorage school enrollment has increased by 144 students in the last 6 weeks, 
Superintendent of Schools A. W. Morgan announced today. 
Total enrollment yesterday was 3,922. On January 11 it was 3,778 This 


is an increase of 24 per week or almost 5 new students per day’? Morgan said 
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“Greatest increase is noted in the Spenard and Mountain View areas with an 
increase Of 36 in North Star School and an increase of 30 in Talkeetna School,” 
Morgan declared. 

The combined Chugach and Quonset schools have come up 31 from a former 
701 to 732 enrolled yesterday. 

Enrollment yesterday in the various schools was: High school, 741; junior high 
school, 534; Talkeetna, 370; Chugach, 501; Quonsets, 231: North Star, 444; 
Denali, 1,101. 


[From Anchorage Times, Friday, March 28, 1952] 
HoMELESS SWAMP EMERGENCY OFFICE 
FarRBANKs.—Mrs. Eva McGown, director of the emergency housing office 


here, reports that she gets 40 phone calls and as many personal visits daily from 
people who ‘“‘desparately need”’ some place to live. 


“The housing saturation point has been reached,” she stated. ‘‘There just 
is no housing in Fairbanks. And things are going to get worse as the summer 
nears.” 





{From Anchorage Daily News, April 2, 1952) 
Economic Boost FoR ANCHORAGE 


One of the most significant milestones in the economy of modern-day Anchor- 
age was turned yesterday when ground was broken for Anchorage Homes sub- 
division in the Airport Heights area. There during the simmer 252 moderate- 
cost two-bedroom modern dwellings will rise on a 120-acre plot which up until 
this point was unproductive wilderness. 

These two-bedroom comfortable homes will be mass-produced by the contract- 
ing agency, a trio of Portland, Oreg., men. They will be massed-produced but 
they will be good substantial homes, befitting any of the fine, high type of families 
that seek to make Alaska their future residence. 

Through careful planning these dwellings have been tailored to fit the pocket- 
book of the average steady wage earner of Anchorage. It is the hope of the 
builders that they will be ready for occupancy unfurnished for between $15,000 
and $16,000. Through additional planning and wise financing the builders hope 
to sell these homes to prospective owners for a sum well within their means, 
probably about $1,500. Monthly payments will be proportionately low. 

The entire planning behind the project is to bring aid to the critical housing 
situation here by placing within reach of the average wage earner comfortable 
housing. It is a major step forward in the postboom economy of Anchorage 
when wages and salaries will leve! off and the average family man can no longer 
afford to pay asking price for rentals. 

The guiding hand in this development has been the Alaska Housing Authority 
which has been working for nearly a vear and a half to bring the project about. 
Great problems had to be overcome, no small one being the acquisition of land. 
Next the contractor had to be interested and then there was the inevitable paper 
work necessary to put a $4,000,000 project into motion. It took vision, tenacity, 
and hard work to put it over. All these requisites the director, E. Glenn Wilder, 
seemed to possess and the result was the roar of big tractors vesterday as the first 
overburden was moved, signifying the start of construction. 

Projects such as Anchorage Homes and the Turnagain, Knik, 1200 L Street, 
Coffey House, Olsen Apartments, and the many other private and semiprivate 
building projects all attest to a sound and prosperous community. The people 
who have had the fortitude to go forward despite the hardships are to be com- 
mended as the true builders of the new and greater Anchorage. 
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DEPARTMENT OF DEFENSE, 
Washington, D. C., May 21, 1952. 


Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Se nate. 


Dear Mr. CHarrman: The following comments on 8. 3066, a bill to amend 
the defense housing laws and for other purposes are submitted for your con- 
sideration. 

The Department of Defense, subject to the comments below, strongly supports 
the enactment of this legislation. 

The Department of Defense is primarily interested in the proposed additional 
authority to increase the statutory limit on the purchase of mortgages through 
prior commitments of the Federal National Mortgage Association. The addi- 
tional authority would greatly aid in the construction and acquisition of military 
and defense housing inasmuch as many of the military activities are located in 
places not normally acceptable to banking and lending institutions. Such 
military installations are insufficiently supported by housing accommodations 
for military personnel and essential civilians because of the inability to market 
loans on programed defense housing and certified military Wherry Act housing. 
\ large portion of the military housing and most of the defense housing which 
would be aided by this bill are to be started during the next year. Because of 
the military expansion program many other areas will be certified as critical 
defense housing areas. _ Production of housing in all of these areas will be delayed 
unless additional mortgage aids are furnished. 

The additional authorization for construction aids for community facilities and 
services is greatly needed in order to assist our defense-housing program. Many 
of our military installations are located in small communities where the impact 
of in-migrant military and civilian personnel has created serious strain on exist- 
ing community facilities \s a result, many housing projects have been, and in 
the next year will be, delaved because of the lack of necessary community 
facilities 

The Department of Defense favors the increased authorization for additional 
Federal defense housing under title II1, which applies in critical defense-housing 
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areas. This offers the only solution for the family housing problem at temporary 
military installations, inasmuch as military housing under title VIII requires 
certification of the installation as a permanent activity and because of the 
limitations upon the use of title IX. 

In view of the fact that the certification of a large majority of all critical defense 
housing areas is based upon military activities, it is felt that the Department of 
Defense should have more positive participation in the formulation of defense 
housing programs, determination of type of housing, and rentals to be charged. 

Although there is need for additional housing on the Island of Guam, there are 
serious doubts as to the feasibility of extending title VIII to meet this need. 
Experience has shown that in areas where construction costs are extremely high, 
it is most difficult to develop a military housing program under that title. 

This legisiation is urgently needed to assist the Department of Defense in pro- 
viding family housing for military personnel. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerel\ yours, 


CHARLES A, COoLipa! 


x 





